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DIGEST  OF  PUBLIC  LAW  89 


ESTABLISHMENT  CF  PP.IORITIES  ALL  ALLOCATION  OF  MATERIAL 
FOR  DEFENSE.  Extends  types  of  contracts  to  which  the 
President  or  his  representative  nay  assign  priorities 
to  contracts  or  orders  for  foreign  governments  if  vital 
to  U.  0.  defense,  contracts  or  orders  necessary  for 
defense,  and  subcontracts  or  suborders  to  fulfill  con¬ 
tracts  or  orders  necessary  to  defense.  Av+l  crises  as¬ 
signment  of  delivery  priority  to  such  contracts  or 
orders.  Authorizes  allocations  of  materials  required 
for  defense  if  shortage  exists.  Exempts  contractors  or 
order  holders  from  liability  for  damages  or  penalties 
for  default  under  any  contract  or  order  when  caused  by 
compliance  with  priorities. 
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April  25,  1941 

Introduced  by  Mr.  Vinson  and  referred  to  the  Com¬ 
mittee  on  raval  Affairs.  (p.3335) 

April  23,  IQ 41 

Hearings:  House,  H.  R.  4534. 

April  29,  1Q41 

House  Committee  on  Naval  Affairs  reported  without 
amendment,  House  Reoort  460.  Print  of  bill  as 
reported.  House  P.es.  139  submitted  ard  referred 
to  Committee  on  Rules,  (pp.  3433-34) • 

Nay  2,  1941 

House  Committee  on  Rules  reported  House  Report 

490,  recommending  that  H.  Res.  130  be  passed. 

Print  of  H.  Res.  139  as  reported. 

May  8,  1941 

H.  R.  4534  debated  in  House  and  passed  with  amend¬ 
ment.  (pp.  3799-3806). 

VTay  9,  1941 

Referred  to  Senate  Committee  on  ’'ilitary  Affairs. 
Print  of  bill  as  referred,  (p.  3813). 

ray  14,  1941 

Hearings:  Senate,  H.  R.  4534. 

’'ay  15,  1941 

Senate  Committee  on  Military  Affairs  reported  with¬ 
out  amendment.  Senate  Report  309.  Print  of  bill 
as  reported.  (p.  4082) 

May  16,  1941 

Debated  ard  passed  Senate  with  amendment,  (pp.  4149) 
Senate  requests  corference  and  appointed  Conferees, 
(p.  4157). 

rav  19,  1°41 

TTorse  Conferees  appointed.  (p.  4203). 

May  21,  1941 

Conference  Report.  House  Report.  603. 

May  22,  1941 

Conference  Report  agreed  to  in  House,  (pp.4325-26). 

May  23,  1941  . 

Conference  Report  agreed  to  in  Senate,  (p.4359). 

May  31,  1941 

approved.  Public  Law  89 • 

2 


5  ' 

’ 

.  „  ■ 

, 

„ 

. 

, 


• 

. 

,  0  : 

. 

. 

- 

. 

/ 


Vi 


77th  CONGRESS 
1st  Session 


IN  THE  HOUSE  OF  REPRESENTATIVES 


April  25, 1941 

Mr.  Vinson  of  Georgia  introduced  the  following  bill;  which  was  referred 
to  the  Committee  on  Naval  Affairs 


A  BILL 

To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act 
to  expedite  the  national  defense,  and  for  other  purposes”, 
in  order  to  extend  the  power  to  establish  priorities  and  allo¬ 
cate  material. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  section  2  of  the  Act  approved  June  28,  1940  (Public, 

4  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is 

5  amended  by  inserting  “(1)”  after  “Sec.  2.  (a)”  and  by 

6  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

7  “(2)  Deliveries  of  material  to  which  priority  may  be 

8  assigned  pursuant  to  paragraph  ( 1 )  shall  include,  in  addition 
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to  deliveries  of  material  under  contracts  or  orders  of  the  Army 
or  Navy,  deliveries  of  material  under — 

“  (A)  contracts  or  orders  for  the  Government  of  any 
country  whose  defense  the  President  deems  vital  to  the 
defense  of  the  United  States  under  the  terms  of  the  Act 
of  March  11,  1941,  entitled  ‘An  Act  to  promote  the 
defense  of  the  United  States’; 

“(B)  contracts  or  orders  which  the  President  shall 
deem  necessary  or  appropriate  to  promote  the  defense  of 
the  United  States;  and 

“(C)  subcontracts  or  suborders  which  the  President 
shall  deem  necessary  or  appropriate  to  the  fulfillment  of 
any  contract  or  order  as  specified  in  this  section. 
Deliveries  under  any  contract  or  order  specified  in  this  sec¬ 
tion  may  be  assigned  priority  over  deliveries  under  any  other 
contract  or  order.  Whenever  the  Prsident  is  satisfied  that 
the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President 
may  allocate  such  material  in  such  manner  and  to  such 
extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President 
shall  be  entitled  to  obtain  such  information  from,  require 
such  reports  by,  and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may  be  necessary  or 
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1  appropriate,  in  his  discretion,  to  the  enforcement  or  admin- 

2  istration  of  the  provisions  of  this  section.  No  person,  firm, 

3  or  corporation  shall  be  held  liable  for  damages  or  penalties 

4  for  any  default  under  any  contract  or  order  which  shall  result 

5  directly  or  indirectly  from  bis  compliance  with  any  rule, 

6  regulation,  or  order  issued  under  this  section.  The  President 

7  may  exercise  any  power,  authority,  or  discretion  conferred 

8  on  him  by  this  section,  through  such  department,  agency, 

9  or  officer  of  the  Government  as  he  may  direct  and  in 

10  conformity  with  any  rules  and  regulations  which  he  may 

11  prescribe.” 
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[No.  77] 


HEARING  ON  H.  R.  4534,  TO  AMEND  THE  ACT  APPROVED  JUNE  28, 
-  Wu,  ENTITLED  “AN  ACT  TO  EXPEDITE  THE  NATIONAL  DEFENSE, 
AND  FOR  OTHER  PURPOSES,”  IN  ORDER  TO  EXTEND  THE  POWER 
TO  ESTABLISH  PRIORITIES  AND  ALLOCATE  MATERIAL 

House  of  Representatives, 

Committee  on  Naval  Affairs, 
Washington ,  D.  C.,  Monday ,  April  28 ,  lO^l. 
The  committee  met  at  10 : 30  a.  m.,  the  Honorable  Carl  Vinson 
(chairman)  presiding. 

The  Chairman.  Let  the  committee  come  to  order. 

The  purpose  of  this  hearing  is  to  consider  H.  R.  4534 : 

[H.  R.  4534,  77th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act  to  expedite  the  national 
defense,  and  for  other  purposes,”  in  order  to  extend  the  power  to  establish  priorities  and 
allocate  material 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled.  That  section  2  of  the  Act  approved  June  28, 
1940  (Public,  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is  amended 
by  inserting  “(1)”  after  “Seo.  2.  (a)”  and  by  adding  at  the  end  of  subsection  (a) 
thereof  the  following : 

“(2)  Deliveries  of  material  to  which  priority  may  be  assigned  pursuant  to 
paragraph  (1)  shall  include,  in  addition  to  deliveries  of  material  under  contracts 
or  orders  of  the  Army  or  Navy,  deliveries  of  material  under — - 

“(A)  contracts  or  orders  for  the  Government  of  any  country  whose  defense 
the  President  deems  vital  to  the  defense  of  the  United  States  under  the  terms 
of  the  Act  of  March  11,  1941,  entitled  'An  Act  to  promote  the  defense  of  the 
United  States’ ; 

“(B)  contracts  or  orders  which  the  President  shall  deem  necessary  or 
appropriate  to  promote  the  defense  of  the  United  States ;  and 

“(C)  subcontracts  or  suborders  which  the  President  shall  deem  necessary 
or  appropriate  to  the  fulfillment  of  any  contract  or  order  as  specified  in  this 
section. 

Deliveries  under  any  contract  or  order  specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other  contract  or  order.  Whenever  the  Presi¬ 
dent  is  satisfied  that  the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material  for  defense  or  for 
private  account  or  for  export,  the  President  may  allocate  such  material  in  such 
manner  and  to  such  extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President  shall  be  entitled  to 
obtain  such  information  from,  require  such  reports  by,  and  make  such  inspection 
of  the  premises  of,  any  person,  firm,  or  corporation  as  may  be  necessary,  or 
appropriate,  in  his  discretion,  to  the  enforcement  or  administration  of  the  provi¬ 
sions  of  this  section.  No  person,  firm,  or  corporation  shall  be  held  liable  for 
damages  or  penalties  for  any  default  under  any  contract  or  order  which  shall 
result  directly  or  indirectly  from  his  compliance  with  any  rule,  regulation,  or 
order  issued  under  this  section.  The  President  may  exercise  any  power,  author¬ 
ity,  or  discretion  conferred  on  him  by  this  section,  through  such  department, 
agency,  or  officer  of  the  Government  as  he  may  direct  and  in  conformity  with  any 
rules  and  regulations  which  he  may  prescribe.” 

280166 — 41 - No.  77 - -1  (960) 
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We  have  with  us  this  morning,  members  of  the  committee,  officials 
from  the  Office  of  Production  Management.  We  will  first  ask  the 
Secretary  of  that  organization  to  make  whatever  statement  he  cares 
to  make. 

STATEMENT  OF  HERBERT  EMMERICH,  SECRETARY,  OFFICE  OF 
PRODUCTION  MANAGEMENT 

Mr.  Emmerich.  Mr.  Chairman  and  members  of  the  committee, 
the  Office  of  Production  Management  is  very  eager  to  see  this  bill 
become  law.  The  O.  P.  M.  has  come  to  the  opinion  that  the  powers 
granted  under  Public,  671,  of  the  Seventy-sixth  Congress  require 
amplification  and  definition. 

My  statement  is  very  brief,  Mr.  Chairman,  and  confined  to  the 
report.  The  Office  of  Production  Management,  as  you  know,  is  an 
agency  created  by  Executive  order  of  the  President  and  consists  of 
the  Secretary  of  War;  the  Secretary  of  the  Navy;  William  S.  Knudsen, 
Director  General;  Sidney  Hillman,  Associate  Director  General;  and, 
as  secretary  of  the  organization,  I  am  authorized  to  say  that  these  gen¬ 
tlemen  have  approved  these  measures  and  Mr.  Knudsen  and  Mr.  Hill¬ 
man  have  specifically  asked  me  to  tell  you  that  they  strongly  endorse 
it,  and  wish  to  record  their  opinion  as  to  its  urgency. 

The  Chairman.  Thank  you  very  much,  Mr.  Emmerich. 

Members  of  the  committee,  it  is  with  pleasure  that  I  have  the 
privilege  of  introducing  to  you  Mr.  Stettinius,  who  is  the  Director 
of  the  Priorities  Division  of  the  O.  P.  M. 

Mr.  Stettinius,  the  Naval  Affairs  Committee  would  be  pleased  to 
have  you  make  your  statement  in  your  own  way,  without  interrup¬ 
tion,  as  to  H.  It.  4534.  Tell  us  why  you  think  it  is  necessary  for 
this  bill  to  be  enacted  into  law. 

STATEMENT  OF  EDWARD  R.  STETTINIUS,  JR.,  DIRECTOR  OF 
PRIORITIES,  OFFICE  OF  PRODUCTION  MANAGEMENT 

Mr.  Stettinius.  Thank  you,  Mr.  Chairman. 

As  Director  of  Priorities  I  am  charged  by  the  Office  of  Produc¬ 
tion  Management  and  the  President  with  the  responsibility  of  estab¬ 
lishing  priorities  in  order  to  get  prompt  delivery  of  all  material 
required  in  the  defense  program. 

The  only  statutory  authority  for  the  establishment  of  priorities 
which  now  exists  is  contained  in  the  short  provision  in  section  2 
(a)  which  reads  as  follows: 

*  *  *  deliveries  of  material  under  all  orders  placed  pursuant  to  the 

authority  of  this  section  and  all  other  naval  contracts  or  orders  and  all  Army 
contracts  and  orders  shall,  in  the  discretion  of  the  President,  take  priority 
over  all  deliveries  for  private  account  or  for  export. 

We  have  been  advised  by  counsel  that  the  foregoing  statutory  pro¬ 
vision  permits  the  granting  of  mandatory  priorities  only  with  respect 
to  deliveries  of  the  end  products — airplanes,  tanks,  guns,  ships,  am¬ 
munitions,  and  so  forth — ordered  directly  by  the  Army  or  Navy  and 
the  material,  parts,  and  accessories  which  enter  into  the  manufacture 
of  such  end  products  under  contracts  of  the  Army  or  Navy. 


967 


This  leaves  out  all  other  of  the  important  contracts  and  orders 
essential  to  the  defense  program,  such  as — 

1.  Contracts  of  the  British  Empire  and  other  foreign  governments 
under  the  lease-lend  bill. 

2.  Contracts  for  the  expansion  of  production  of  scarce  essential 
materials  and  products. 

3.  Contracts  of  other  agencies  of  the  Government,  such  as  the  Coast 
Guard,  Maritime  Commission,  Panama  Canal,  and  so  forth;  and 

•4.  Other  contracts  of  indirect  importance  to  defense. 

Further,  the  foregoing  statutory  provision  permits  priority  to  be 
granted  over  contracts  “for  private  account  and  for  export”  but  does 
not  permit  the  establishment  of  preferences  over  other  government 
contracts. 

Further,  when  shortages  occur  or  are  imminent  as  a  result  of  the 
impact  of  the  defense  program,  it  is  necessary  to  take  steps  to  con¬ 
serve  the  existing  supply  for  defense  purposes  and  to  direct  the  dis¬ 
tribution  of  such  materials  so  that  defense  needs  may  be  met,  and 
where  there  is  an  insufficient  surplus  to  meet  all  civilian  needs,  it  is 
further  necessary  to  direct  such  surpluses  into  those  uses  which  are 
most  important  to  maintain  the  economy  of  the  country  and  to  elim¬ 
inate  the  uses  which  are  least  important. 

While  the  foregoing  statutory  provision  has  been  interpreted  to 
give  some  authority  in  this  direction,  we  are  advised  by  counsel  that 
we  need  further  amplification  and  clarification  of  this  authority. 

The  bill  which  Congressman  Vinson  has  introduced  to  be  the  subject 
of  this  hearing  involves  principally  a  clarification  of  our  authority 
to  deal  with  the  entire  problem  of  priorities.  Further,  it  is  a  problem 
of  a  legal  nature  which  our  attorneys  are  more  qualified  than  I  am 
to  explain  to  you  in  detail. 

I  shall  be  delighted  to  answer  any  questions  you  may  wish  to  put 
to  me.  I  would  like  to  say  that  I  have  my  assistant,  Mr.  Blackwell 
Smith,  here  at  the  table ;  also  our  attorney,  Mr.  Geoffrey  Smith,  who 
are  available,  sir,  to  deal  with  any  technicalities  that  may  arise. 

The  Chairman.  Thank  you  very  much  for  your  statement.  For 
the  record,  let  us  have  a  little  of  the  background  of  your  organiza¬ 
tion.  How  was  the  O.  P.  M.  created? 

Mr.  Stettinius.  By  Executive  order,  sir. 

The  Chairman.  The  President,  on  January  7,  1941,  created  the 
Office  of  Production  Management. 

Mr.  Stettinius.  That  is  correct. 

The  Chairman.  And  that  is  referred  to  as  the  O.  P.  M.? 

Mr.  Stettinius.  That  is  right,  sir. 

The  Chairman.  In  that  Executive  order  the  President  provides 
for  three  Divisions — a  Division  of  Production,  a  Division  of  Pur¬ 
chases,  and  a  Division  of  Priorities.  You  have  been  designated  by 
both  the  President  and  the  O.  P.  M.  board  as  the  head  of  the  Division 
of  Priorities. 

Mr.  Stettinius.  That  is  correct,  sir. 

The  Chairman.  We  understand  that  the  existence  of  the  O.  P.  M. 
is  by  Executive  order,  and  that  will  be  found  on  page  59  of  this 
pamphlet  you  have  handed  us.  That  is  the  origin  of  the  O.  P.  M. 
the  Executive  order. 

Mr.  Stettinius.  That  is  right. 
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The  Chairman.  And  your  authority  has  been  derived  from  that 
order,  and  you  have  been  designated  the  head  of  the  Division  of 
Priorities. 

Mr.  Stettinius.  That  is  right,  sir. 

The  Chairman,  In  connection  with  that  you  have  been  seeking  to 
operate  in  accordance  with  the  rules  and  regulations  promulgated, 
growing  out  of  the  Executive  order. 

Mr.  Stettinius.  That  is  right,  sir. 

The  Chairman.  What,  briefly,  is  the  scope  of  your  organization, 
the  Division  of  Priorities?  What  do  yon  do,  and  what  is  the  objec¬ 
tive  you  have  in  mind?  We  understand  that  under  the  act  that  we 
passed,  which  is  known  as  the  speed-up  law,  priority  was  given  on 
certain  things. 

Mr.  Stettinius.  That  is  right. 

The  Chairman.  That  was  what  was  running  through  our  mind 
when  we  enacted  that  law. 

Mr.  Stettinius.  Right. 

The  Chairman.  That  is  your  statutory  authority  for  priorities? 

Mr.  Stettinius.  That  is  right. 

The  Chairman.  Then  when  your  Division  was  created  you  sought 
to  promulgate  rules  and  regulations  and  also  seeking  to  carry  out,  by 
voluntary  agreement,  what  was  put  in  the  Executive  order  in  connec¬ 
tion  with  what  is  in  this  act  ? 

Mr.  Stettinius.  That  is  right,  sir. 

The  Chairman.  Tell  us  about  your  set-up;  how  is  it  organized,  and 
Avhat  is  it? 

Mr.  Stettinius.  I  have  a  copy  of  the  organization  chart. 

The  Chairman.  Let  ns  put  that  in  the  record. 

(The  chart  referred  to  appears  on  facing  page.) 

Mr.  Stettinius.  I  first  wish  to  direct  your  attention  to  the  Priori¬ 
ties  Board,  which  is  an  Advisory  Board,  with  Mr.  Knudsen  and  Mr. 
Hillman,  sitting  ex  officio;  Mr.  Biggers,  the  head  of  the  Production 
Division,  Mr.  Nelson,  the  head  of  the  Purchasing  Division  of  O.  P.  M., 
myself,  acting  as  chairman  ;  the  Director  of  Priorities  and  Policy  Mat¬ 
ters;  the  Under  Secretary  of  War,  the  Under  Secretary  of  the  Navy; 
the  Assistant  Chief  of  Staff,  Captain  Anderson  of  the  Navy,  who  is 
here,  and  the  representatives  of  the  Defense  Commission  sit  with  this 
Advisory  Board  at  its  meetings.  We  also  have  general  consultants 
on  labor,  prices,  consumers,  agriculture,  so  that  all  the  various  points 
of  view  may  be  represented  in  our  deliberations. 

We  have  divided  our  organization  into  two  major  classifications — 
the  Assistant  Director  in  Charge  of  Operations,  headed  by  an  im¬ 
partial  engineer,  and  Mr.  Blackwell  Smith,  my  assistant  in  policy. 
We  have  organized  the  load  of  the  priority  machinery  into  five  major 
classifications — the  minerals  and  metals  group,  the  chemical  groups, 
the  commercial  aircraft  group,  tools  and  equipment,  and  general  prod¬ 
ucts.  At  the  head  of  each  group  we  have  appointed  an  impartial 
chairman,  that  is,  a  public  figure  not  from  the  industry,  who  can  act 
as  umpire. 

In  the  case  of  minerals  and  metals,  it  is  Dr.  E.  M.  Hopkins,  president 
of  Dartmouth  College;  the  chemical  groups,  Dr.  H.  E.  Howe;  com¬ 
mercial  aircraft  group,  Dr.  A.  D.  Whiteside;  tools  and  equipment, 
Dr.  D.  S.  Kimball,  dean  of  the  engineering  school  of  Cornell 
University. 
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Each  of  these  impartial  public  figures  have  assistants  with  prac¬ 
tical  industry  point  of  view.  Each  committee  we  deal  with  has  its 
own  priority  committee,  made  up  of  a  membership  of  five.  We  will 
take,  for  instance,  the  Iron  and  Steel  Priority  Committee.  Dr.  Hop¬ 
kins  is  the  impartial  chairman;  the  acting  chairman  of  that  is  Mr. 
Whiteside.  There  is  on  that  committee  an  Army  representative,  a 
Navy  representative,  producers’  representative  of  the  industry,  and 
an  industrial  consumers’  representative,  so  that  in  whatever  prob¬ 
lem  of  priority  we  have  to  meet  we  have  representation  by  the  im¬ 
partial  chairman,  the  Army  representative,  Navy  representative,  in¬ 
dustry  representative,  and  the  industrial  consumers’  representative; 
and  in  addition  to  that  we  have  consultants  who  sit  with  them;  a 
labor  consultant,  a  consumers’  consultant,  agricultural  consultant, 
who  sit  in  the  detail  of  each  discussion  on  each  individual  committee. 

That,  briefly,  I  think,  touches  the  high  spot  of  the  organization  that 
we  are  using  to  approach  the  problem. 

The  Chairman.  What  bearing  has  the  Navy  or  the  War  Depart¬ 
ment  on  the  O.  P.  M.  or  your  Division  ? 

Mr.  Stettinius.  The  Army  and  Navy  Munitions  Board  has  its  own 
priority  committee.  Captain  Anderson  of  the  Navy,  here  present,  is  a 
member.  We  have  issued  to  the  Army  and  Navy  Munitions  Board 
Priority  Committee  what  we  term  a  “critical  list,”  and  that  can  be 
found,  beginning  on  page  21  of  the  booklet  before  you,  where  we  list 
the  critical  items  that  are  moving  in  great  volume  that  the  Army  or 
Navy  can  issue  certificates  for,  with  our  endorsement. 

The  Chairman.  Who  makes  that  up?  Who  is  the  final  judge  as  to 
what  goes  on  that  critical  list,  the  Army,  the  Navy,  or  your  organi¬ 
zation  ? 

Mr.  Settinius.  We  are,  sir. 

The  Chairman.  Or  is  it  done  together? 

Mr.  Stettinius.  It  is  done  jointly,  but  we  are  the  final  authority. 
In  other  words,  no  article  can  be  added  to  the  critical  list  without 
our  approval. 

The  Chairman.  Then  if  the  military  authorities  think  a  certain  ar¬ 
ticle  should  go  on  the  list  for  strategic  and  military  reasons,  the  prior¬ 
ity  group  of  the  O.  P.  M.  would  have  a  veto  power  over  putting  that 
article  on  the  critical  list? 

Mr.  Stettinius.  That  is  right,  sir. 

The.  Chairman.  Have  there  occurred  instances  where  your  Divi¬ 
sion  has  disapproved  critical  articles  that  the  War  or  Navy  Depart¬ 
ment  desired  to  get  on  the  list  ? 

Mr.  Stettinius.  There  have  been  times,  Mr.  Chairman,  where  the 
representatives  of  the  Army  and  the  Navy  felt  that  a  material  was  so 
scarce  they  felt  it  ought  to  be  put  on  the  critical  list,  but  we  have  been 
able  to  prove  to  them  that  with  the  cooperation  of  the  Production 
Division  of  O.  P.  M.  it  was  merely  a  matter  of  expediting  the  order, 
and  they  have  been  able,  through  the  Production  Division  of  the 
O.  P.  M.  getting  into  action,  to  get  the  material  delivered,  and  we  have 
been  able  to  take  care  of  most  of  the  cases. 

The  Chairman.  Then  the  Congress  can  understand  that  as  between 
the  Army,  the  Navy,  through  this  Army  and  Navy  Munitions  group, 
and  your  group,  you  are  working  harmoniously,  with  no  friction  at 
all. 
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Mr.  Stettinius.  Completely,  sir. 

The  Chairman.  And  both  are  working  along  the  same  line,  with 
the  same  objective  in  view. 

Mr.  Stettinius.  Correct,  sir.  I  would  prefer  you  to  put  that 
question  to  Captain  Anderson,  who  is  representing  the  Army-Navy 
munitions  group.  But  I  can  tell  you  our  relations  with  the  Army 
and  Navy  are  satisfactory  and  harmonious  in  every  respect. 

The  Chairman.  Now,  the  next  step  after  this  critical  list.  In¬ 
stead  of  you  issuing  an  order,  the  War  Department  or  the  Navy 
Department,  when  a  contract  is  entered  into,  can  attach  one  of 
these  certificates  of  critical  priority,  and  it  doesn’t  have  to  go  through 
you,  because  you  have  already  O.  K.’d  it. 

Mr.  Settinius.  That  is  right. 

The  Chairman.  Then  what  is  the  article  where  you  step  in  and 
issue  a  certificate  of  priority?  We  will  forget  all  about  the  Army 
and  Navy  critical  list  now. 

Mr.  Stettinius.  Yes,  sir.  We  get  into  such  items  as  nickel,  where  | 
there  is  not  enough  nickel  imported  from  Canada  (approximately  * 
14,500,000  pounds  a  month)  to  meet  the  entire  defense  load  and 
the  entire  civilian  load.  Therefore  nickel  has  to  be  allocated,  and 
we  have  issued  mandatory  priorities  on  nickel  and  are  responsible 
for  the  allocation  of  the  production  of  nickel  that  is  brought  into 
this  country  from  Canada,  and  for  distribution  to  the  defense  in¬ 
dustries  that  require  it  most,  and  require  it  most  urgently.  Then, 
if  there  is  anything  left  over  it  is  divided  properly,  with  given 
standards,  among  the  civilian  uses. 

The  Chairman.  Then  when  there  is  a  scarcity  of  an  article  that 
is  needed  in  the  national-defense  program  and  in  the  commercial 
program  as  well,  you  allocate  or  give  priority  to  that  which  you 
deem  should  have  the  priority  use  of  it;  is  that  correct? 

Mr.  Stettinius.  That  is  correct,  sir. 

The  Chairman.  Does  the  Army  and  Navy  consult  with  you  in 
determining  whether  or  not-  an  article  is  of  such  vital  importance 
to  the  defense  that  it  should  be  classified  for  priority,  or  is  that 
done  entirely  by  civilians? 

Mr.  Stettinius.  That  is  done,  as  I  indicated,  from  our  organi-  . 
zation  chart.  On  nickel  we  have  an  Army  representative,  sitting  { 
with  us  constantly  on  that  allocation,  and  a  Navy  representative. 

The  Chairman.  Your  critical  list  is  being  changed  constantly, 
all  the  time? 

Mr.  Stettinius.  That  is  right. 

The  Chairman.  In  running  over  this  critical  list.  I  note  it  was 
revised  on  March  15.  This  organization  was  set  up  on  January  7, 
and  this  is  when  the  first  critical  list  was  made. 

Mr.  Stettinius.  No;  there  had  been  a  critical  list  the  Army  and 
Navy  Munitions  Board  had  been  operating  on  themselves  before 
we  took  hold. 

The  Chairman.  I  was  just  wondering,  when  we  all  recognize  that 
approximately  80  percent  of  our  aluminum  is  imported  from  the 
South  Sea  Islands  of  the  Pacific,  why  it  is  that  aluminum  was  left 
off  the  critical  list  until  March  15. 

Mr.  Stettinius.  I  think  you  mean  tin  from  the  Dutch  East 
Indies. 
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The  Chairman.  Well,  bauxite. 

Mr.  Stettinius.  Dutch  Guiana. 

The  Chairman.  Eighty  percent  of  it  is  imported. 

Mr.  Stettinius.  That  is  right,  from  Dutch  and  British  Guiana. 

The  Chairman.  Why  was  aluminum  or  bauxite,  left  off  until  March 
15?  Was  it  the  opinion  of  the  military  authorities  there  was  enough 
in  this  country  to  go  around,  or  was  it  your  opinion  there  was  enough 
to  go  around  without  putting  it  on  the  priorities  list? 

Air.  Stettinius.  Are  you  speaking  of  the  finished  aluminum,  now, 
or  the  bauxite? 

The  Chairman.  Of  course,  you  have  to  make  your  finished  alumi¬ 
num  out  of  the  bauxite,  do  you  not? 

Mr.  Stettinius.  Yes,  sir. 

The  Chairman.  All  right. 

Air.  Stettinius.  That  was  the  first  time  we  dealt  with  the  critical 
list.  Aluminum  appeared  on  the  critical  list  the  first  time  we  dealt 
with  it. 

The  Chairman.  Just  as  soon  as  you  dealt  with  the  critical  list, 
you  put  aluminum  on  it  ? 

Air.  Stettinius.  That  is  right;  sir. 

The  Chairman.  We  read  a  great  deal  in  the  paper  about  the 
aluminum  situation.  What  is  the  situation  with  reference  to  the 
aluminum  phase  of  the  program? 

Air.  Stettinius.  The  aluminum  industry,  sir,  is  expanding  just 
as  fast  as  it  is  humanly  possible  to  expand,  to  increase  its  produc¬ 
tion  to  meet  the  full  load.  I  have  a  chart  here  showing  the  produc¬ 
tion.  The  production  of  aluminum  is  going  up  very  rapidly.  Coun¬ 
sel  is  asking  whether  or  not  we  should  discuss  this  in  executive  session. 

The  Chairman.  If  there  is  anything  that  should  not  be  stated 
publicly,  do  not  hesitate  to  say  so.  If  you  do  not  think  the  alumi¬ 
num  situation  should  be  gone  into  publicly,  just  do  not  go  into  it. 

Air.  Stettinius.  I  am  delighted  to  go  into  it.  It  was  a  question 
of  whether  or  not  there  were  any  figures  that  should  be  kept  from 
the  press.  The  estimated  production  for  1941,  now,  is  a  confidential 
figure. 

The  Chairman.  W7e  won’t  put  it  in;  just  forget  about  aluminum. 
Let  us  get  away  from  that  subject.  Now,  up  to  date,  your  priorities 
have  been  given  and  have  been  acquiesced  in  even  when  on  a  volun¬ 
tary  basis  by  the  industry? 

Air.  Stettinius.  In  some  instances. 

The  Chairman.  Are  you  having  any  trouble  in  getting  compli¬ 
ance  with  your  certificates? 

Mr.  Stettinius.  No,  sir;  so  far  as  we  can  tell,  we  are  getting 
complete  compliance. 

The  Chairman.  Then  what  is  the  necessity  for  legislation?  If  it 
can  all  be  done  by  Executive  order,  why  do  you  need  legislation? 

Air.  Stettinius.  Air.  Chairman,  the  orders  covering  material  other 
than  for  the  Army  and  Navy  are  not  binding.  The  companies  are 
subject  to  all  sorts  of  suits,  and  we  feel  that  we  must  protect  both 
the  Government  and  the  suppliers  by  having  the  relationship  a  com- 
pletelv  formal  one,  and  one  that  is  theoretically  legal. 

Air.  AIa  as.  Is  the  only  legal  authority  you  have  today  the  legis¬ 
lation  to  which  you  refer  in  this  bill  ? 

Air.  Stettinius.  That  is  the  only  legal  authority  for  priority. 
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Mr.  Bates.  Well,  you  have  the  Executive  order,  I  understand, 
which  gives  you  the  right  to  issue  priorities. 

Mr.  Maas.  That  is  not  a  law;  that  is  not  binding  on  anybody. 

The  Chairman.  That  is  why  we  are  here.  The  Executive  order, 
while  it  is  all  right  if  everyone  wants  to  follow  it  out - 

Mr.  Stettin i us.  Excuse  me,  sir.  I  should  remind  you  that  section 
9  of  the  Selective  Service  Act  is  a  background  club  that  we  have. 

The  Chairman.  That  is  what  is  known  in  the  House  as  the  Smith 
amendment.  That  merely  lets  you  go  ahead  and  take  them  over. 

Mr.  M  aas.  But  reasons  for  taking  them  over  are  prescribed  by 
the  law  itself. 

The  Chairman.  And  you  can  take  them  over  when  a  manufac¬ 
turer  refuses  to  produce. 

Mr.  Stettinius.  That  is  correct,  sir. 

The  Chairman.  For  instance,  you  could  not  have  taken  over  the 
Allis- Chalmers  plant,  which  was  bogged  down  by  a  strike,  because 
the  plant  was  willing  to  work.  It  is  only  when  they  refuse,  so  we 
have  to  have  legislation.  Are  you  proceeding  on  the  theory  sug-  * 
gestecl  by  Secretary  Knox  the  other  day,  that  it  is  better  to  have 
statutes,  where  possible,  than  to  have  Executive  orders;  and  for  that 
reason  you  think  a  statute  dealing  with  this  subject  will  help  the 
situation  ? 

Mr.  Stettinius.  That  is  correct,  sir ;  and  I  should  also  like  to  re¬ 
mind  you  that  the  informality  with  which  we  have  dealt  with  the 
lend-lease  program,  fitting  the  lend-lease  orders  into  the  Army  and 
Navy  orders,  is  also  involved.  At  the  present  time  we  have  no  statu¬ 
tory  authority  for  mandatory  priorities  in  that  area. 

The  Chairman.  In  that  connection  the  War  Department  and  the 
Navy  will  determine  as  to  whether  this  or  that  product  will  be  given 
priority  for  other  countries  or  our  country. 

Mr.  Stettinius.  That  is  correct. 

The  Chairman.  A  determination  that  you  make  jointly  with  the 
Board  from  the  War  Department,  or  the  Navy  Department? 

Mr.  Stettinius.  No,  sir;  that  is  determined  by  the  Army  and  the 
Navy,  and  that  is  handed  to  us  as  a  matter  of  policy  for  execution. 

The  Chairman.  Now,  Mr.  Stettinius,  tell  us,  where  you  have  a  . 
concern  that  has  both  commercial  orders  and  national-defense  orders,  I 
and  who  is  a  prime  contractor,  who  needs  some  material,  how  do  you 
determine  whether  he  shall  get  priority?  Who  works  that  out? 

Mr.  Stettinius.  We  work  that  out,  sir. 

The  Chairman.  And  it  all  depends  upon  each  contract  ? 

Mr.  Stettinius.  It  all  depends  upon  each  contract  and  the  im¬ 
portance  of  that  contract  in  the  defense  effort,  and  the  percentage 
of  his  work  that  is  defense  and  the  percentage  of  it  that  is  civilian. 
We  have  to  work  each  of  these  cases  out  on  almost  an  individual 
basis. 

The  Chairman.  For  instance,  if  a  concern  has  a  contract  to  supply 
a  water  main  for  a  cantonment  or  a  munitions  plant,  it  may  so  I® 
happen  that  the  water  pipes  and  water  mains  may  be  given  a  higher 
priority  than  something  that  may  be  used  on  the  firing  line ;  isn’t  that 
correct  ? 

Mr.  Stettinius.  It  may  be,  sir;  it  may  well  be. 

The  Chairman.  That  material  is  necessary  in  order  to  get  that 
cantonment  or  munitions  plant  constructed. 
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Mr.  Stettinius.  That  is  correct. 

The  Chairman.  Do  you  have  boards  all  over  the  country  to  pass 
on  these  things,  or  is  it  all  done  from  Washington? 

Mr.  Stettinius.  It  is  all  done  from  here.  We  are  studying  the 
broad  question  of  field  activity  and  are  ready  to  move  as  soon  as 
it  can  be  justified. 

The  Chairman.  Is  this  happening;  that  a  contractor  gets  an  or¬ 
der.  knowing  what  materials  he  needs  to  complete  that  order.  Does 
lie  come  down  to  you  to  get  a  priority,  or  what  does  he  do? 

Mr.  Stettinius.  The  normal  procedure  is  for  him  to  receive  that 
priority  certificate,  if  he  needs  one,  from  the  contracting  officer  in 
the  field;  the  Army  or  Navy  officer  in  San  Francisco  can  issue  a 
certificate  for  alloy  steel,  or  whatever  it  may  be,  on  the  spot. 

The  Chairman.  That  is  only  on  the  critical  list. 

Mr.  Stettinius.  On  the  critical  list,  and,  of  course,  only  on  Army 
or  Navy  contracts. 

The  Chairman.  When  he  gets  away  from  that,  he  has  to  come  to 
you  ? 

Mr.  Stettinius.  He  comes  to  us,  and  we  have  many  simplified 
steps  that  have  saved  an  immense  amount  of  paper  work  and  con¬ 
fusion.  I  would  like  to  mention,  briefly,  one,  what  we  term  our 
limited  blanket  priority,  where  we  give  a  blanket  priority  to  a 
project,  a  piece  of  electrical  equipment,  or  an  overhead  crane.  We 
will  give  one  piece  of  paper  making  it  possible  for  that  crane  man¬ 
ufacturer  to  buy  all  the  material,  and  all  the  ropes  and  everything 
that  goes  into  that  one  crane,  and  he  builds  it.  That  makes  it  very 
simple  for  that  man  to  operate,  and  very  simple  for  us  to  operate. 
Of  course,  that  is  being  extended  constantly,  that  practice. 

The  Chairman.  Are  there  any  questions  by  the  members  of  the 
committee  ? 

Mr.  Maas.  Yes;  I  would  like  to  ask  Mr.  Stettinius  what  does  the 
legal  authority  of  the  O.  P.  M.  itself  consist  of,  other  than  the 
Executive  order? 

Mr.  Stettinius.  The  war  powers  under  the  National  Defense  Act 
of  1916. 

Mr.  M,  vas.  And  those  are  operative  under  a  state  of  emergency 
as  declared  by  the  President? 

Mr.  Stettinius.  That  is  right ;  yes,  sir. 

Mr.  Ma  as.  Independent  of  the  state  of  emergency  declared  by  the 
Congress. 

Mr.  Stettinius.  That  is  correct  ;  ves,  sir. 

Mr.  Ma  as.  The  Priorities  Board,  and  you,  as  Director,  operate 
under  the  authority  of  that  Executive  order;  is  that  correct? 

Mr.  Stettinius.  That  is  right;  sir. 

Mr.  Maas.  But  the  authority  vested  is  very  limited,  is  it  not? 

Mr.  Stettinius.  That  is  correct  ;  sir. 

Mr.  Maas.  Does  this  legislation  that  is  before  us  now,  H.  R.  4534, 
involve  any  new  principles  of  priority,  or  are  they  merely  a  legal 
clarification  of  the  existing  law? 

Mr.  Stettinius.  Mainly  a  legal  clarification  of  the  existing  law, 
and  they  do  not  extend  the  powers  under  which  we  are  already 
operating. 

Mr.  Maas.  I  am  not  questioning  even  an  extension,  if  it  is  necessary. 
I  just  want  to  get  in  my  mind  what  is  meant  by  this  legislation.  Now, 
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it  does  seem  to  me  that  you  do  something  in  here,  however,  which  I 
am  in  agreement  with.  You  give  the  President  direct  authority  on 
these  matters,  whereas  most  of  them  have  been  operatiev  through  the 
constituted  agencies  of  the  War  and  Navy  Departments  heretofore. 

Mr.  Stettinius.  Yes,  sir. 

Mr.  Maas.  Many  of  these  functions  are  now  by  law  given  to  the 
Priorities  Board,  or  the  O.  P.  M.,  through  the  President,  by  this  legis¬ 
lation,  is  that  correct? 

Mr.  Stettinius.  That  is  correct. 

Mr.  Maas.  Many  Members  of  Congress,  Mr.  Director,  have  been  dis¬ 
turbed  by  the  fact  that  the  O.  P.  M.  had  no  statutory  authority  in  its 
constitution.  I  think  most  of  the  members  of  this  comnutee  are  im¬ 
pressed  wih  the  statement  made  by  the  Secretary  of  the  Navy  recently, 
that  wherever  possible  it  was  preferable  to  rule  by  law  rather  than  by 
Executive  decree.  Can  you  suggest  to  this  committee  any  legislation 
that  might  be  desirable  to  clothe  the  O.  P  M.  and  your  office  with 
statutory  authority  beyond  that  proposed  in  this  bill? 

Mr.  Stettinius.  Really,  sir,  that  is  out  of  my  field.  I  have  not 
studied  it,  and  I  don’t  believe  that  is  a  thing  I  can  make  a  contribution 
on  at  this  time,  sir. 

Mr.  Maas.  Well,  up  to  the  present  time,  most  of  that  work  with  the 
Army  and  the  Navy  has  had  to  be  on  a  voluntary  basis,  has  it  not,  other 
than  as  you  were  backed  up  by  the  Secretary  of  War  and  the  Secretary 
of  the  Navy  in  dealing  with  the  respective  agencies.  They  had  critical 
list  for  their  needs.  They  could  assert  priorities  which  you  didn’t 
have. 

Mr.  Stettinius.  No.  The  legal  foundation  for  the  priorities  pro¬ 
cedure  is  pretty  definite  in  the  June  28  act  of  Congress,  this  section 
2  (a)  to  which  we  referred. 

Mr.  Maas.  Did  that  legislation  give  the  authority  to  the  President 
or  to  the  Navy  Department  ? 

Mr.  Stettinius.  To  the  President,  and  the  President,  in  turn,  dele¬ 
gated  it  to  us. 

Mr.  Maas.  The  O.  P.  M.  itself  does  not  negotiate  contracts,  does 
it? 

Mr.  Stettinius.  No,  sir. 

Mr.  Maas.  They  have  no  legal  authority  to  enter  into  a  contract. 

Mr.  Stettinius.  No,  sir;  the  Army  and  Navy  take  that  action. 

Mr.  Maas.  Can  you  direct  the  Army  and  Navy  in  making  a  con¬ 
tract  ? 

Mr.  Stettinius.  The  President,  my  counsel  tells  me,  has  given  the 
O.  P.  M.  the  power  to  approve,  which  amounts  to  a  veto. 

Mr.  Maas.  But  you  cannot  initiate  anything  at  all. 

Mr.  Stettinius.  No,  sir. 

Mr.  Maas.  I  am  not  quite  satisfied  with  the  aluminum  situation, 
and  I  am  not  going  to  go  into  anything  which  would  be  of  a  military 
or  confidential  nature.  I  think  a  great  deal  of  tthe  secrecy  around 
this  defense  business  is  merely,  or  has  been  up  to  the  present  time, 
to  keep  the  American  people  guessing.  I  don’t  believe  the  espionage 
agents  are  denied  any  information.  I  think  they  have  it  as  soon  as 
you  do  or  we  do.  But  if  anything  goes  beyond  that,  please  dis¬ 
regard  it. 

Mr.  Stettinius.  Yes,  sir. 
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Mr.  Maas.  I  am  disturbed,  and  I  know  a  great  many  other  mem¬ 
bers  of  Congress  are  disturbed,  at  the  lateness  with  which  aluminum 
was  dealt.  In  January  of  this  year  we  had  representatives  of  the 
Army  and  Navy  and  industry  before  us,  and  I  persistently  ques¬ 
tioned  them  about  the  threatened  shortage  of  aluminum.  I  had  made 
a  survey  of  a  good  deal  of  the  aircraft  industry  in  December,  and  I 
was  impressed  at  every  factory  I  went  to  with  the  threatened  short¬ 
age  of  aluminum.  But  we  were  assured  in  this  committee  that  there 
was  nothing  to  worry  about,  we  had  plenty  of  aluminum  to  last 
indefinitely,  or  until  the  new  supply  was  to  be  created.  We  were 
told  the  aluminum  manufacturers  had  two  or  three  years’  supply, 
it  was  merely  a  matter  of  diverting  that  for  awhile,  and  we  would 
have  plenty  of  aluminum  by  the  time  we  needed  it.  Now  we  are 
apparently  faced  with  an  acute  shortage  of  aluminum.  Can  you 
give  us  any  information  as  to  why  there  was  such  a  delay  in  dealing 
with  this  problem  ? 

Mr.  Stettixius.  I  think,  sir.  that  the  aluminum  manufacturers 
have  done  everything  they  possibly  could  to  increase  their  produc¬ 
tion.  This  aluminum  subject  is  a  very,  very  important  one  to  me, 
because  of  my  activity  on  the  Defense  Commission.  If  you  would 
like  a  complete  and  exhaustive  statement  on  the  aluminum  subject. 
Mr.  Chairman,  I  shall  be  glad  to  prepare  it  and  give  it  to  the 
record. 

Mr.  M  aas.  May  we  have  that  for  the  record,  Mr.  Chairman? 

The  Chairman.  All  right ;  that  may  be  placed  in  the  record. 

(The  statement  is  as  follows:) 

Statement  of  Edwaed  R.  Stettixius,  Jk.,  to  the  House  Naval  Affairs  Com¬ 
mittee  on  Steps  Taken  To  Provide  Additional  Aluminum  for  the  National- 

Defense  Program 

With  the  organization  of  the  Advisory  Commission  to  the  Council  of  National 
Defense  in  June  1940,  one  of  the  first  problems  considered  was  the  adequacy 
of  the  supply  of  aluminum. 

Estimates  were  requested  from  the  Army,  Navy,  and  Air  Corps,  but  it  soon 
appeared  that  adequate  information  concerning  the  fabricated  aluminum  needed 
for  their  program  was  not  available  to  them.  The  Advisory  Commission, 
therefore,  secured  estimates  from  the  aircraft  companies  of  the  production 
schedules  for  finished  airplanes,  and  asked  the  Aluminum  Co.  of  America  to 
estimate  the  weight  of  aluminum  of  all  fabricated  types  required  for  each 
plane,  together  with  the  date  that  the  metal  would  be  required  for  consump¬ 
tion,  with  adjustments  to  allow  time  for  fabrication  and  assembly  into  the 
finished  plane. 

However,  airplanes  are  only  one  of  the  many  items  in  the  defense  program 
for  which  aluminum  is  needed.  Even  less  information  was  available  con¬ 
cerning  the  quantities  needed  for  the  hundreds  of  other  uses  to  which  the 
metal  is  placed. 

Concurrent  with  this  work,  our  Aluminum  Section  prepared  an  estimate  of 
1940  civilian  consumption  of  aluminum  and  used  this  as  a  basis  for  computing- 
estimates  of  future  civilian  consumption. 

From  the  scattered  information  that  we  were  able  to  assemble  in  those  early 
days,  it  immediately  became  evident  that  additional  productive  facilities  would 
be  required.  Early  in  June  we  held  a  series  of  conferences  with  representa¬ 
tives  of  the  Aluminum  Co.,  and  the  whole  question  was  gone  over  at  great 
length.  Out  of  these  first  meetings  our  policy  of  supporting  the  Tennessee 
Valley  Authority  expansion  program  in  order  to  provide  power  for  increased 
production  of  aluminum  developed.  A  program  of  rapid  expansion  of  facilities 
was  worked  out,  and  the  Aluminum  Co.  of  America  agreed  to  supply  their  own 
funds. 

In  addition  to  the  expansion  plans  that  were  worked  out  by  the  Aluminum 
Co.  of  America  at  the  instigation  of  the  Defense  Commission,  early  in  August 
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tlie  Reconstruction  Finance  Corporation  announced  that  they  were  making  a 
loan  of  $15,800,000  to  the  Reynolds  Metals  Co.  for  the  construction  of  an 
aluminum  plant  at  Lister,  Aha.  This  loan  was  later  extended  to  $20,000,000. 

The  table  below  gives  the  new  units  that  have  come  and  were  expected  in 
November  1940  to  come  into  production : 


Power  source 

Pounds  per 
year 

Capacity,  July  1940 _  _ _ _ 

435, 000, 000 

30. 000, 000 
30, 000. 000 
30,  000, 000 
14,  000,  000 
90,  000,  000 
46,  000,  000 
36,  000,  000 
30,  000,  000 
30,  000,  000 
30,  000,  000 
54,  000,  000 

Scheduled  beginning — 

October  1940,  Alcoa  plant  __  ..  . 

December  1940,  Vancouver  plant _ _ 

Company _  _ 

Bonneville _ _  _______  __ 

Company  _ _  _ _ _ 

April  1941,  Badin  plant 

April-June  1941,  Vancouver  plant  ..  ... 

May-June  1941,  Massena  plant.  . 

July  1941,  Reynolds _  .... 

January  1942,  Alcoa  plant _ _  _ .  . 

Do _ 

Duke . .  . .  ...  . 

Bonneville _  ..  . 

Ontario  Hydro  Electric _  ..  ... 

Tennessee  Valley  Authority  ... 
Company..  ...  _  _  .  .  ... 

Tennessee  Valley  Authority...  _ 

_ do 

January-July  1942,  Reynolds.  _ _ _ 

Bonneville.  _  __  _  __  __ 

Capacity  all  plants,  July  1942  _ 

1  855,  000, 000 

i  Not  including  any  estimate  of  secondary  aluminum  (scrap),  nor  further  increase  in  capacity  now  under 
consideration. 

To  date  the  Aluminum  Co.  of  America  is  a  month  ahead  of  its  expansion  pro¬ 
gram.  The  output  for  the  month  of  May  will  be  as  much  as  was  originally 
scheduled  for  June.  The  first  metal  to  be  produced  by  the  Reynolds  Metals 
Co.  is  expected  during  May,  compared  with  its  scheduled  beginning  in  July. 

During  the  months  of  December  and  January  we  investigated  many  com¬ 
plaints  of  shortages  in  aluminum  fabrications  for  the  aircraft  program.  The 
results  of  our  investigations  indicated  that  much  of  the  difficulty  came  from 
the  rapid  expansion  in  the  aircraft  companies’  own  plants  with  a  consequent 
lack  of  coordination  between  the  engineering  and  purchasing  departments. 
By  cooperating  with  the  companies’  management  we  were  able  to  correct 
many  of  the  situations  that  arose. 

On  November  29  we  announced  that  “it  is  *  *  *  indicated  that  there  will 

be  sufficient  supply  of  ingot  Aluminum  to  take  care  of  military  requirements 
as  now  estimated,  plus  present  civilian  requirements,  with  enough  surplus  to 
permit  a  substantial  increase  in  civilian  requirements  or  military  requirements 
if  needed.” 

As  the  defense  program  progressed  and  new  information  was  obtained  on 
military  needs,  revisions  were  made  in  the  estimated  aluminum  requirements. 

Notwithstanding  the  efforts  to  estimate  future  requirements  that  have  been 
described,  our  estimates  proved  to  be  too  low.  In  the  5  months  succeeding 
the  November  statement,  military  requirements  have  increased  more  rapidly 
than  anticipated,  and  they  have  absorbed  not  only  the  surplus,  but  also  most 
of  the  civilian  supply. 

Production  of  aluminum  in  its  various  fabricated  forms  is  to  date  ahead 
of  schedule.  However,  the  increase  has  not  kept  pace  with  the  increase  in 
demands  of  the  military  program.  This  has  been  due  to  a  number  of  factors. 

First:  The  rapid  expansion  of  requirements  of  the  Army  and  Navy  and 
essential  defense  industry  has  greatly  exceeded  the  estimates  that  were  orig¬ 
inally  obtained.  This  is  especially  true  in  the  case  of  the  aircraft  program, 
which  now  calls  for  a  much  higher  average  amount  of  aluminum  per  plane 
than  that  of  the  original  program.  There  has  also  been  a  speeding  up  of  the 
delivery  schedules  for  planes. 

Second :  The  necessity  to  supply  metal,  not  only  for  the  aircraft  program 
and  other  defense  requirements,  but  also  to  establish  greatly  increased  work¬ 
ing  inventories  which  are  required  by  the  thousands  of  companies  that  are 
working  directly  and  indirectly  on  defense  contracts.  This  process  of  filling 
up  of  industrial  “pipe  lines”  is  analogous  to  the  tooling-up  period  that  has 
placed  such  a  strain  on  the  machine-tool  market.  Just  as  long  as  the  present 
high  rate  of  increase  in  production  of  aluminum  items  continues,  fabricating 
plants  will  have  to  continue  to  fill  up  with  goods  in  process,  and  the  amount 
of  aluminum  available  for  consumption  will  be  diminished  by  that  amount. 
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This  factor  has  been  responsible  for  the  absorption  of  considerable  amounts 
of  aluminum. 

Third.  Large  withdrawals  of  aluminum  scrap  from  the  secondary  market. 
In  our  estimates  of  the  probable  supply  we  counted  upon  a  normally  quick  return 
of  industrial  or  “new”  scrap  for  refabrication.  We  believe  the  failure  of  this 
scrap  to  return  in  an  orderly  fashion  has  been  due  in  large  degree  to  hoarding. 

Fourth.  Temporary  reduction  of  imports  of  aluminum  from  Canada.  This 
was  announced  in  January,  but  since  then  the  Aluminum  Company  of  Canada 
has  agreed  to  resume  its  aluminum  shipments. 

Fifth.  Many  companies  considerably  increased  their  inventories  as  they  fore¬ 
saw  the  irregularity  of  future  supplies. 

This  rapid  change  in  the  situation  in  the  aluminum  market  made  it  evident 
early  this  year  that  it  would  be  necessary  to  take  emergency  steps  to  protect 
the  supply  of  aluminum  for  defense  uses.  The  first  of  these  steps  was  taken 
early  in  February  to  conserve  the  supply  of  aluminum  scrap.  At  the  same  time 
industrial  users  of  aluminum  in  nondefense  fields  were  urged  to  seek  substitutes. 

In  March  aluminum  was  placed  under  mandatory  priority  regulation.  This 
was  the  first  action  of  this  type  taken  by  the  Office  of  Production  Manage¬ 
ment.  Producers  were  required  to  give  preference  to  defense  orders  over  all 
civilian  uses  and  a  schedule  was  issued  that  would  serve  to  reduce  civilian 
consumption  for  the  less  essential  and  more  easily  replaced  uses. 

There  have  been  numerous  complaints  to  the  effect  that  shortages  of  aluminum 
have  delayed  the  defense  program.  Most  of  these  instances  have  related  to 
shortages  of  some  of  the  forms  into  which  aluminum  is  fabricated.  Thus, 
many  airplane  parts  require  aluminum  forgings,  but  the  forgings  in  turn  can¬ 
not  be  produced  until  dies  are  manufactured.  These  dies  in  turn  frequently 
require  the  work  of  skilled  craftsmen  over  a  period  of  many  weeks  after  the 
designs  are  complete.  The  dies  in  turn  are  of  no  use  except  as  there  are 
forging  hammers  or  presses  capable  of  holding  them.  Aluminum  forging  has 
been  done  on  only  a  small  scale  for  civilian  purposes  and  it  has  been  necessary 
to  develop  additional  forging  hammers  and  trained  personnel.  A  somewhat 
similar  situation  has  developed  with  extrusions  for  which  also  dies  must  be 
prepared.  Some  other  aluminum  shortages  have  been  similarly  due  to  the 
lack  of  special  fabricating  facilities. 

Major  expansion  of  fabricating  facilities  was  started  in  the  summer  of  1940, 
and  these  facilities  are  in  the  process  of  coming  into  production.  Speed  in 
their  construction  was  obtained  by  granting  a  high  priority  rating  to  the  equip¬ 
ment  order. 

The  leading  aircraft  companies  now  have  inventories  of  raw  materials,  await¬ 
ing  progressing  that  run  from  four  weeks’  to  four  months’  supply.  Their  fabri¬ 
cating  departments  have  this  material  available  at  any  time  it  is  needed. 
These  supplies  are  chiefly  aluminum  sheets  and  similar  standard  parts  which 
can  be  produced  without  awaiting  the  completion  of  detailed  specifications,  or 
special  dies  or  tools. 

For  the  month  of  May  1941  production  of  primary  metal  will  be  approximately 
52,000.000  pounds.  Importations  of  metal  from  Canada  will  supplement  this  so 
that  the  available  supply  of  primary  metal  will  be  approximately  55,000,000 
pounds.  For  that  month  the  defense  demand  on  orders  carrying  a  priority  classi¬ 
fication  of  A-l  to  A-10  inclusive  will  require  the  shipment  of  52,000,000  pounds. 
Consequently,  there  will  be  available  for  civilian  uses  only  3,000,000  pounds  of 
primary  metal  as  contrasted  with  a  normal  civilian  consumption  of  nearly  10 
times  that  amount.  However,  part  of  the  normal  civilian  demand  has  disap¬ 
peared  as  plants  have  changed  over  to  defense  production.  The  reduction  in  the 
material  available  for  civilian  uses  is  causing  considerable  hardship  in  plants 
that  have  not  converted  their  facilities  to  defense  production. 

To  fulfill  the  commitments  implied  by  the  lend-lease  bill,  large  additional 
quantities  of  aluminum  will  be  required.  The  extent  of  this  need  is  now  being 
surveyed  and  facilities  for  increasing  production  are  being  planned. 

Mr.  Stettinius.  I  can  add,  however,  that  the  program  has  mounted 
so  fast  that  all  the  estimates  and  all  the  calculations  by  almost  every¬ 
one  connected  with  the  immediate  problem  were  inadequate. 

Mr.  Maas.  Is  there  very  much  in  the  recovery  of  aluminum,  Mr. 
Stettinius? 

Mr.  Stettinius.  Scrap? 

Mr.  Maas.  Yes. 
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Mr.  Stettinius.  Yes,  sir ;  quite  a  large  amount,  and  there  is  much  of 
the  scrap  being  withheld  from  the  market  now,  which  is  causing  a 
great  deal  of  this  difficulty,  the  immediate  shortage,  for  these  months 
we  are  in  now. 

Mr.  Maas.  Where  is  that,  being  accumulated  ? 

Mr.  Stettinius.  Many  of  the  companies  have  done  it.  We  are  tak¬ 
ing  steps  now  to  free  that  and  have  it  flow  back  more  quickly. 

Mr.  Maas.  Just  one  more  question.  You  mentioned  some  difficulties 
under  the  lease-lend  bill.  What  are  those  difficulties?  We  thought 
in  the  lease-lend  bill  itself  we  had  clothed  the  President  with  suffi¬ 
cient  authority  to  deal  with  every  phase  of  the  subject.  What  conflict 
do  you  run  into  in  administering  that,  in  connection  with  the  Army 
and  Navy  production,  or  civilian  production? 

Mr.  Stettinius.  A  lot  of  it,  of  course,  is  other  than  Army  or  Navy 
contracts.  It  is  a  legal  technicality,  that  we  have  not  the  priority 
power  to  affect  that  demand  within  the  existing  procedure. 

Mr.  Maas.  Where  does  the  conflict  come  in?  You  wouldn’t  need 
additional  legal  authority,  Mr.  Director,  unless  there  was  some  oppo¬ 
sition  to  the  certificates  you  are  issuing  or  the  orders  you  are  issuing. 
If  they  are  being  followed  voluntarily,  you  wouldn’t  need  additional 
authority.  I  just  want  to  know  what  the  conflict  is. 

Mr.  Stettinius.  Could  I  refer  that  to  counsel,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Geoffrey  Smith.  The  answer,  sir,  is  this:  First  you  have  no 
binding  effect  on  the  orders  that  you  issue  as  to  contracts  other  than  the 
Army  and  the  Navy.  Insofar  as  you  do  issue  those  orders,  the  con¬ 
tractor  who  complies  with  them  is  putting  his  head  in  a  noose,  because 
he  has  absolutely  no  legal  protection  against  his  other  customers.  He 
lias  got  to,  from  patriotic  motives,  comply  with  your  order,  but  yet, 
insofar  as  lie  cannot  take  the  time  to  run  around  and  get  consents, 
which  sometimes  he  cannot  get,  he  is  opening  himself  to  damage  suits 
from  every  single  private  customer  he  has  set  aside  by  that  priority 
order. 

Mr.  Maas.  This  section  absolves  him  from  liability  in  that  direc¬ 
tion,  does  it? 

Mr.  Stettinius.  That  is  right,  sir. 

Mr.  Maas.  Is  there  any  conflict  in  the  matter  of  policy  between  the 
Army  and  the  Navy,  as  between  their  own  production  and  lease-lend 
production  ? 

Mr.  Stettinius.  No,  sir;  that,  however,  is  a  matter  I  am  not  entirely 
familiar  with  in  the  councils  of  the  Army  and  the  Navy,  but  I  think 
it  can  be  fairly  stated  that  there  is  no  conflict.  It  is  always  smoothed 
out  by  them  before  it  reaches  us. 

Mr.  Maas.  On  the  question  of  priorities  with  which  you  directly 
deal,  is  there  a  centralization  of  the  purchasing  now  for  the  export 
trade;  that  is,  defense  export  to  the  democracies,  and  our  own  produc¬ 
tion?  Is  that  all  actually  centralized  through  one  purchasing  agency 
in  our  Government,  as  we  were  told  was  the  principle  in  the  lencl-lease 
bill? 

Mr.  Settinius.  It  is  coordinated.  I  think  that  is  a  better  word  than 
centralized.  It  is  coordinated  through  the  Director  of  Purchases  of 
O.  P.  M. 

Mr.  Maas.  What  check  do  you  have  on  the  British  commission’s 
orders,  for  instance?  Do  they  clear  through  O.  P.  M. ? 
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Mr.  Stettinius.  Yes,  sir,  they  do ;  through  Mr.  Donald  Nelson. 

Mr.  Maas.  Does  he  have  any  power,  or  does  he  need  any  power  there, 
as  he  does  over  our  own  production  ? 

Mr.  Stettinius.  If  you  will  excuse  me,  sir,  I  am  a  little  mixed  on 
that  point.  Of  course,  you  all  know  that  Harry  Hopkins  has  the  lend- 
lease  authority,  but  that  is  coordinated,  as  1  have  understood  it,  by 
Mr.  Donald  Nelson,  the  Director  of  Purchases  of  O.  P.  M. 

Mr.  Maas.  But  the  British  commission  is  still  placing  direct  orders. 
Now,  when  the  question  of  priority,  we  will  say,  for  an  aluminum  order 
for  planes  to  be  produced  under  British  orders,  and  American  orders 
for  the  Army  and  Navy  comes  up,  how  does  that  come  to  you? 

Mr.  Stettinius.  It  comes  to  us  through  the  Army  and  Navy,  sir. 

Mr.  Maas.  Are  the  British  commission  orders  cleared  through  the 
Army  and  Navy  ? 

Mr.  Stettinius.  Yes,  sir. 

Mr.  Maas.  But  the  United  States  Government  is  not  yet  making  the 
purchases  for  the  British  or  any  other  democracy,  is  it? 

Mr.  Stettinius.  That  is  correct,  sir. 

Mr.  Maas.  Is  it  your  understanding  that  it  ultimately  will  llow 
through  one  channel  and  the  Government  per  se  as  such  will  place 
the  orders  for  the  British  as  well  as  for  the  Army  and  the  Navy  ? 

Mr.  Stettinius.  That  is  my  understanding. 

Mr.  Maas.  That  is  not  as  yet  the  set-up  ? 

Mr.  Stettinius.  1  am  not  familiar  with  the  details  of  that. 

Mr.  Maas.  But  you  do  have  some  control  over  the  priorities  of  ma¬ 
terials  that  go  into  the  production,  under  the  lease-lend  sales,  in  our 
own  production,  domestic  and  national  defense? 

Mr.  Stettinius.  We  have  it,  because  we  take  it.  We  don’t  have  it  now. 
That  is  the  reason  we  are  asking  for  it.  That  is  the  specific  thing 
we  are  after. 

Mr.  Maas.  That  is  what  I  want  to  get.  Does  this  bill  give  you 
authority - 

Mr.  Stettinius.  Yes,  sir. 

Mr.  Maas.  Over  British  orders  as  well  as  American? 

Mr.  Stettinius.  It  does,  sir. 

Mr.  Ma  as.  It  seems  to  me  it  is  a  very  desirable  thing. 

Mr.  Stettinius.  That  is  the  important  thing  we  are  asking  for. 

Mr.  Emmerich.  Mr.  Chairman,  may  I  just  attempt  to  review  that 
procedure?  This  bill  is  now  getting  ready  for  the  new  procedure 
which  Congressman  Maas  referred  to.  When  the  lend-lease  set-up, 
which  Mr.  Harry  Hopkins  is  administering,  clears  a  vital  require¬ 
ment  for  British  account  or  the  account  of  any  other  foreign  nation 
which  is  entitled  to  it,  those  orders  will  presumably  be  placed,  so 
far  as  we  understand,  through  Army  or  Navy  contracting  officers, 
in  which  case  they  will  come  to  the  O.  P.  M.  in  the  same  manner 
that  our  domestic  purchases  for  defense  needs  will  come.  When 
they  are  so  placed,  we  want  to  be  quite  sure  that  our  authority, 
whether  it  is  for  Army  or  Navy  or  Maritime  Commission,  or  any 
other  agency  of  the  Government,  or  for  direct  British  account,  may 
be  subject  to  priorities  in  the  same  manner  that  our  Army  and 
Navy  orders  for  American  account  are. 

The  Chairman.  Then  we  can  understand,  when  this  bill  becomes 
law,  one  of  the  objectives  of  it  is  to  pass  everything,  both  for  lease- 
.  lend  and  everything  else,  through  this  one  set-up? 
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Mr.  Stettinius.  Yes,  sir. 

The  Chairman.  One  more  question,  Mr.  Stettinius:  Why  don't 
you  take  jurisdiction  over  this?  What  is  your  set-up  doing  with 
reference  to  trying  to  get  business  in  the  national-defense  cycle  and 
outside  of  the  commercial  cycle?  You  see,  what  is  going  on  in 
this  country  is  this:  All  of  these  concerns  are  now  just  viewing 
these  additional  defense  contracts  as  new  business,  and  they  are  at 
the  same  time  trying  to  carry  on  their  old  business.  Why  doesn't 
it  fall  within  your  jurisdiction  or  priorities,  to  see  that  actual  prior¬ 
ity  is  given  in  the  national-defense  cycle  instead  of  in  the  commer¬ 
cial  schedule? 

Mr.  Stettinius.  It  is,  sir. 

The  Chairman.  For  instance,  the  other  day — this  emergency  has 
been  going  on  since  September  8,  1939,  and  just  the  other  day,  from 
the  newspaper — and  after  all,  all  we  get  is  what  we  read  in  the 
newspapers,  and  I  am  very  grateful  to  you  for  coming  here  and 
telling  us  something  about  your  set-up,  because  this  is  the  first  time 
any  of  the  21  members  of  this  committee  had  any  idea  of  the  work 
you  were  doing.  We  can  do  pretty  well,  as  far  as  the  law  is  con¬ 
cerned,  but  when  these  Executive  orders  come  out  as  fast  as  the 
days  go  around,  we  can't  keep  up  with  them.  It  just  recently  hap¬ 
pened,  since  the  emergency  started  on  September  8,  we  read  in  the 
papers  that  somebody  down  there  issued  an  order  that  there  weren’t 
going  to  be  quite  as*  many  automobiles.  Why  can  we  not  have  a 
curtailment  of  the  luxury  things  that  we  are  all  used  to  be  brought 
about,  by  putting  them  on  the  deferred  list,  and  putting  the  na¬ 
tional-defense  materials  on  the  preferred  list,  and  in  that  way  get 
this  program  across?  We  could  do  better  if  we  had  all  the  time 
we  wanted,  but  we  haven’t  got  it.  Why  doesn’t  all  that  come  within 
your  authority? 

Mr.  Stettinius.  It  does,  sir. 

The  Chairman.  To  say  to  industry,  “You  have  got  to  quit,”  as  I 
have  said  here  time  and  again,  making  pots  and  pans  out  of  alumi¬ 
num,  and  out  of  these  other  things  and  you  have  to  concentrate  on 
this  national-defense  program.”  Why  don’t  you  hold  the  whip  hand 
over  that  whole  situation  ? 

Mr.  Stettinius.  That  is  exactly  what  we  have  done;  and  that  is 
exactly  the  direction  in  which  we  are  working  now,  to  take  care  of 
defense  requirements  first,  and  if  there  are  not  sufficient  materials  to 
go  around,  we  cut  into  civilian  life. 

The  Chairman.  Why  can  you  not  let  business  know  it  has  got  to 
concentrate  on  the  defense  of  this  country?  Why  can’t  you  let  busi¬ 
ness  know  it  has  got  to  concentrate  absolutely?  That  you  are  going 
to  control  the  materials? 

Mr.  Stettinius.  That  is  being  done. 

The  Chairman.  You  are  going  to  control  priorities.  It  seems  to 
me  you  can  have  a  powerful  effect  in  causing  industry  in  this  country 
to  get  right  down  to  business  on  this  national-defense  program  and 
turn  out  this  stuff  that  is  absolutely  essential. 

Mr.  Stettinius.  That  is  really,  sir,  the  primary  purpose  of  asking 
for  this  clarification. 

The  Chairman.  Then  this  bill  will  help  ? 

Mr.  Stettinius.  It  will  help  tremendously. 
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The  Chairman.  All  light,  then,  if  we  pass  this  bill  we  ought  to  read 
in  the  paper  where  they  are  speeding  up  and  turning  out  our  national- 
defense  products  faster,  and  these  nonessentials  that  we  all  enjoy  have 
been  somewhat  curtailed  and  everybody  is  concentrating  on  defense. 

Mr.  Stettinius.  Right,  sir. 

The  Chairman.  Because  if  we  do  not,  we  may  have  trouble  on  our 
hands. 

Mr.  Stettinius.  You  may  be  sure  of  that.  sir. 

Mr.  Sutphin.  I  notice  that  lumber  is  not  on  the  priority  list  here. 

Mr.  Stettinius.  On  the  Army  and  Navy  critical  list  ?  The  trouble 
was  the  time  of  scheduling  the  purchase  of  lumber  items,  and  actually 
the  Army  and  Navy  Munitions  Board  has  not  found  there  was  an 
acute  shortage  of  lumber  that  necessitated  it  being  put  on  the  critical 
list. 

Mr.  Sutphin.  But  I  am  informed  that  the  price  has  materially  in¬ 
creased  on  lumber. 

The  Chairman.  They  have  nothing  to  do  with  price. 

Mr.  Stettinius.  That  is  not  within  our  jurisdiction. 

The  Chairman.  Of  course,  the  price  of  lumber  is  jumping  up  every 
day.  It  has  gone  from  $18  a  thousand  up  to  around  $60. 

Mr.  Sutphin.  I  notice  on  your  list  here  you  have  ships.  Does  that 
mean  small  ships,  or  ships  of  every  kind  ? 

Mr.  Stettinius.  All  kinds,  ships  of  every  classification. 

Mr.  Sutfiiin.  You  have  priority  over  the  letting  of  contracts  for 
the  construction  and  purchase  of  small  ships? 

Mr.  Stettinius.  No,  sir;  only  priority  over  the  movement  of  the 
materials.  The  actual  contract  for  the  ship  is  in  the  hands - 

Mr.  Sutphin.  The  O.  P.  M.  doesn't  have  anything  to  do  with  the 
purchase  of  small  ships,  then  ? 

The  Chairman.  That  is  in  the  Navy  Department  and  the  Maritime 
Commission. 

Mr.  Sutphin.  I  noticed  the  other  day  the  Secretary  of  the  Navy  was 
quoted  in  the  papers  as  saying  he  was  placing  an  order  for  the  construc¬ 
tion  of  small  craft  in  Canada.  It  seems  to  me  that  the  small  shipyards 
in  this  country  should  be  given  first  preference.  I  would  like  to  see 
that  carried  out.  I  know  people  who  have  been  going  down  to  the 
navy  yard  and  they  have  been  getting  the  run-around. 

The  Chairman.  This  organization  hasn’t  anything  to  do  with  that. 

Mr.  Sutphin.  That  is  what  I  wanted  to  find  out,  whether  it  goes 
through  the  O.  P.  M. ;  and  the  O.  P.  M.  says  it  does  not. 

Mr.  Stettinius.  It  doesn’t  go  through  me.  I  am  responsible  for  the 
flow  of  materials  to  make  the  ship. 

The  Chairman.  He  is  responsible  for  the  structural  steel  and  the 
armor  plate  and  all  that  class  of  material. 

Mr.  Stettinius.  That  is  right,  sir. 

Mr.  Bates.  1  understand  there  has  been  a  little  misunderstanding 
here  of  the  real  purpose  of  this  bill.  It  is  to  extend  protection  to 
those  industries  that  are  already  under  contract  to  supply  materials 
jl  and  supplies  to  some  one  other  than  a  defense  contractor,  and  where 
the  priorities  steps  in,  under  your  authority.  Then  you  protect  that 
t:  contractor  from  possible  suits  on  the  part  of  the  other  private  con¬ 
tractor  with  whom  he  already  had  a  contract  to  deliver  certain  goods. 

Mr.  Stettinius.  That  is  one  point,  sir. 
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Mr.  Bates.  Then  the  other  point,  as  I  read  the  original  authority 
here  vested  in  the  President,  is  to  extend  this  to  those  industries  who 
are  under  orders  for  the  delivery  of  material  to  any  countries  whose 
defense  the  President  deems  vital  to  the  defense  of  the  United  States. 
Are  those  the  only  two  changes  in  the  law;  one  the  protection  of  the 
contractor  who  originally  was  under  contract  to  supply  a  private  con¬ 
tractor  with  goods? 

Mr.  Stettinius.  May  I  have  counsel  reply  to  that? 

The  Chairman.  May  I  say  we  are  going  to  have  the  counsel  for  the 
Priorities  Committee  testify  in  a  few  minutes. 

Mr.  Bates.  Well,  while  the  question  is  alive,  it  might  be  well  at 
this  point  to  let  him  answer  it. 

Mr.  Stettinius.  I  think  I  can  answer  Mr.  Bates  this  way.  It  is  true 
that  we  need  protection  for  the  fellow  who  has  to  comply  with  our 
orders;  we  also  need  the  authority  to  issue  a  mandatory  order  on  him 
so  that  he  can  have  that  protection.  It  takes  both  steps,  you  see. 

Mr.  Bates.  You  can  issue  a  mandatory  order  now,  under  the  Presi-  j 
dent’s  decree,  can  you  not? 

Mr.  Stettinius.  No,  sir;  only  within  the  limits  of  this  statute, 
namely,  for  Army  and  Navy  contracts  on  the  materials  that  flow  into 
those  contracts;  not  for  contracts  under  the  lend-lease  bill;  not  for 
contracts  for  the  expansion  of  facilities  to  produce  scarce  materials, 
and  not  for  any  other  important  defense  contract  unless  it  is  specifi¬ 
cally  let  by  the  Army  or  the  Navy,  or  is  a  subcontract  that  flows  into 
that  contract. 

Mr.  Bates.  What  the  order  says,  if  I  read  it  correctly ;  in  setting  up 
the  authority  to  the  President,  he  is  given  authority  in  section  2  (a), 
which  declares  under  certain  circumstances  defense  orders  shall  take 
priority  over  all  deliveries  for  private  account  or  for  export.  The 
authority  of  the  President  is  now  vested  in  the  Priorities  Division 
of  the  O.  P.  M.  and  the  Director  of  Priorities.  Doesn’t  that  give 
your  organization  the  same  authority?  It  gives  full  authority  to  the 
President. 

Mr.  Smith.  Are  you  discussing  the  new  bill? 

Mr.  Bates.  The  authority  of  the  President.  That  goes  back  to  the 
authority  vested  in  the  President  under  the  Defense  Act. 

Mr.  Smith.  Yes;  but  the  only  direct  authority  vested  in  the  Presi¬ 
dent  is  under  section  2  (a). 

Mr.  Bates.  That  is  right. 

Mr.  Smith.  And  that  relates  to  Army  and  Navy  contracts,  and 
(he  tilings  that  flow  into  them.  So  that  in  the  rest  of  the  field, 
while  we  are  going  on.  and  have  had  to  go  on,  we  are  going  on  a 
voluntary  basis.  For  instance,  we  have  four  types  of  certificates 
that  we  issue  granting  preference  rating  to  contract  cl's.  One  is 
the  mandatory  form  that  is  used  by  the  Army  and  Navy  for  their 
contracts.  There  are  three  other  forms;  one  for  other  Govern¬ 
ment  contracts.  Entirely  voluntary,  and  it  says  so  on  the  back  of 
the  certificate. 

Mr.  Bates.  And  this  bill  changes  that? 

Mr.  Smith.  It  changes  that. 

Mr.  Bates.  Go  ahead;  what  is  the  second? 

Mr.  Smith.  The  second  one  is  for  foreign-government  contracts. 
Those  are  on  a  voluntary  basis,  and  the  certificate  so  states.  The 
third  kind  is  for  civilian  contracts,  which  require  priority  because 
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of  some  vital  need.  For  instance,  that  water  supply  the  chairman 
mentioned.  Those  are  on  a  voluntary  basis,  and  the  certificate 
so  states.  Now,  in  order  to  give  protection  to  anybody  who  applies 
for  one  of  our  rating  certificates  or  orders,  we  have  got,  first,  to 
have  statutory  authority,  so  that  our  order  is  mandatory,  and 
then  if  he  complies  with  that  we  feel  that  he  also  ought  to  have 
the  additional  express  protection  of  the  law,  stating  that  he  is  pro¬ 
tected,  because  there  is  some  doubt  in  some  areas  of  the  law  as  to 
this  doctrine  of  impossibility  of  performance.  I  can  go  into  that, 
if  you  want;  it  is  a  rather  technical  situation.  It  can  be  stated 
briefly  as  follows:  Any  man  is  protected  in  law  against  damages 
if  it  is  impossible  for  him  to  perform,  but  if  he  walks  into  a  situa¬ 
tion  with  his  eyes  open  and  creates  that  impossibility  himself,  then 
he  is  not  protected.  There,  has  been  some  slight  doubt  in  some 
jurisdictions,  some  States,  where  the  law  seems  to  be  that  if  a  man 
accepts  a  contract  knowing  it  is  going  to  be  subject  to  some  con¬ 
dition  that  will  cause  him  to  have  to  push  aside  his  other  customers, 
he  may  not  get  protection.  So  there  are  two  points  to  this  bill  on 
that  whole  problem;  one  to  give  us  mandatory  authority  in  those 
areas  where  we  do  not  have  it;  and,  secondly,  to  give  prefectly 
clear  protection  to  any  manufacturer  who  complies  with  our  orders. 

Mr.  Bates.  For  the  extension  of  this  protection  to  the  manufac¬ 
turers  who  do  comply  with  your  orders,  you  do  not  think  the  Presi¬ 
dent’s  authority  is  broad  enough? 

Mr.  Smith.  No;  we  do  not. 

Mr.  Flaherty.  I  was  quite  impressed  with  Mr.  Stettinius’  state¬ 
ment.  He  clarified  a  great  deal  of  the  ramifications  of  his  Depart¬ 
ment,  so  far  as  I  am  concerned.  There  is  one  thing  I  would  like  to 
know,  Mr.  Stettinius,  and  that  is  this:  In  a  firm  that  has  both  Govern¬ 
ment  orders  and  private  orders,  and  they  are  awarded  a  priority  for 
some  critical  item,  is  there  any  opportunity  for  leakage  of  this  criti¬ 
cal  material  into  the  private  business  of  that  firm? 

Mr.  Stettinius.  We  are  working  on  a  new  system  that  I  think 
would  be  a  mistake  to  discuss  publicly,  which  I  think  will  care  for 
any  possibility  of  any  leakage.  Assuming  that  40  percent  of  a  man’s 
business  was  defense  and  60  percent  civilian,  we  will  have  a  system 
shortly  in  effect  whereby  the  40  percent  will  be  taken  care  of  and  not 
the  60  percent,  unless  there  is  a  sufficient  quantity  of  material. 

Mr.  Flaherty.  Would  it  permit  him  to  manuacture  any  private 
articles  with  the  materials  he  has  for  defense  purposes? 

Mr.  Stettinius.  Under  the  new  system  we  are  just  in  process  of 
polishing  up  and  completing,  the  answer  is  “no”;  we  can  take  care  of 
that. 

The  Chairman.  In  other  words,  you  can  keep  down  bootlegging  of 
this  material? 

Mr.  Stettinius.  Yes,  sir. 

The  Chairman.  Thank  you  very  much,  Mr.  Stettinius.  Now  we 
will  ask  Mr.  Emmerich  if  he  wants  to  make  any  statement  in  addition 
to  the  one  he  has  already  made. 

Mr.  Emmerich.  No;  I  have  no  further  statement. 

The  Chairman.  Mr.  Smith,  what  is  your  position? 

Mr.  Blackwell  Smith.  I  am  the  Assistant  Director  in  connection 
with  policy  matters,  which  means  everything  nonadministrative. 
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The  Chairman.  Is  there  any  statement  you  desire  to  make? 

Mr.  Blackwell  Smith.  There  are  a  few  points  I  might  touch  on 
hastily. 

The  Chairman.  Very  well. 

STATEMENT  OF  BLACKWELL  SMITH,  ASSISTANT  DIRECTOR. 

PRIORITIES  DIVISION,  OFFICE  OF  PRODUCTION  MANAGEMENT 

Mr.  Smith.  There  are  several  little  points  for  clarification  which  I 
might  touch  on  hastily,  and  then  I  think  Mr.  Geoffrey  Smith  will 
clear  up  most  of  the  points. 

In  the  first  place,  we  have  talked  generally  about  priority  powers  in 
the  O.  P.  M.  I  just  want  to  refer  briefly  to  the  fact  that  there  are 
functions  of  the  same  sort  in  the  Interstate  Commerce  Commission, 
the  Federal  Power  Commission,  and  we  have  no  authority  under 
them,  and  we  are  not  asking  it.  Your  Maritime  Commission  has,  of 
necessity,  to  exercise  the  same  kind  of  function  as  to  ship  cargo,! 
space.  They  are  powers  which  raise  a  separate  problem,  and  we  are  ! 
not  touching  on  that. 

Section  9  has  been  briefly  referred  to,  the  Draft  Act.  That  is 
way  in  the  background,  and  we  do  not  consider  that  a  practical 
daily  working  authority.  But  we  are  leaving  that  where  it  is. 

Mr.  Maas.  In  that  connection,  may  I  ask  you :  there  is  no  authority 
under  section  9  to  take  over  a  plant  because  the  plant  cannot  supply 
with  an  Executive  order,  is  there? 

Mr.  Smith.  There  is  not,  unless  the  Executive  order  is  the  kind 
covered  in  section  9,  directing  them  to  produce  a  certain  item  that  d 
they  are  capable  of  producing  at  a  reasonable  price,  and  if  they '■ 
refuse  to  do  it,  the  Secretary  of  War  or  the  Secretary  of  the  Navy, 
and  the  O.  P.  M.,  that  power  having  been  delegated  to  them,  can 
theoretically  take  over. 

Mr.  Maas.  But  that  power  is  remote  in  that  situation,  so  that  is; 
not  very  helpful  to  you. 

Mr.  Smith.  It  is  a  very  crude  “big  stick”  to  be  used  only  in  the 
most  extreme  kind  of  a  situation.  This  coordination  with  the  new 
price  administration  that  has  been  set  up  I  think  calls  for  a  word 
of  clarification.  The  President  is  given  whatever  powers  you  give 
him  in  his  new  act,  and  the  President  has  already  declared,  to  Mr. 
Leon  Henderson’s  new  Price  Division,  what  he  wants  him  to  do, 
so  the  coordination  of  this  additional  power  and  our  functions  with 
Leon  Henderson’s  functions  will  presumably  follow  completely  au¬ 
tomatically,  in  that  the  powers  you  give  to  the  President  he  has 
already  delegated  along  the  two  lines,  and  those  lines  will  not  be 
disturbed,  to  Leon  Henderson  and  ourselves,  and  the  coordination 
we  have  had  so  far  with  Mr.  Henderson  has  been  absolutely  perfect. 

The  Chairman.  That  is  to  be - 

Mr.  Smith.  This  new  administration  of  prices  and  civilian  supplies.  , 

The  Chairman.  Does  that  come  under  the  Division  of  Production, 
or  where? 

Mr.  Smith.  It  is  a  separate  organization  the  President  set  up,  a 
week  or  so  ago,  which  they  refer  to  as  the  O.  P.  C.  C.  S. ;  OFce  of 
Price  Control  and  Civilian  Supplies,  I  think  is  the  name  of  it.  It 
is  given  broad  administrative  and  advisory  powers  on  the  civilian 
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side,  and  this  act,  insofar  as  it  touches  the  civilian,  will  be  covered 
in  exactly  the  same  way  that  that  Executive  order  provides,  without 
any  new  problem  being  raised,  because  these  powers  you  give  will  go 
to  the  President  and  he  has  already  divided  the  area  between  the 
two,  so  we  will  not  get  confused  as  to  whether  it  is  Leon  Hender¬ 
son’s  or  whether  it  is  our  power  that  you  confer  in  this  area  of  al¬ 
locating  the  scarce  materials  to  civilians.  The  President  has  already 
provided  for  that. 

The  Chairman.  This  act  delegates  the  power  to  the  President, 
which  he  will  in  turn  pass  on  to  the  O.  P.  M.,  which  in  turn  will 
pass  it  on  to  the  Division  of  Priorities ;  is  that  the  way  it  will  work  ? 

Mr.  Smith.  So  far  as  our  function  is  concerned,  and  insofar  as  any 
strictly  civilian  function,  the  President  has  already  handed  that 
down  *to  Leon  Henderson,  and  presumably  will  continue  to  do  so. 
I  simply  wanted  to  prevent  any  error  as  to  whether  we  are  encroach¬ 
ing  on  Leon  Henderson’s  field  by  the  statute.  The  answer  is  no,  be¬ 
cause  the  powers  this  statute  provides  all  go  to  the  President  and 
he  has  already  divided  them  and  will  continue  to  do  so,  so  far  as 
we  have  any  reason  to  suppose,  in  the  same  way  as  he  has  already 
divided  them. 

The  Chairman.  If  the  President  had  not  divided  them,  under 
this  bill  he  could  have  delegated  them  all  to  the  Priorities  Divi¬ 
sion. 

Mr.  Smith.  That  is  correct.  One  other  thing;  a  point  that  I  think 
the  committee  ought  to  have  in  mind  about  the  shortages  that  appear 
at  the  present  stage,  exceeding  those  that  were  expected.  In  addi¬ 
tion  to  this  rapid  step-up  that  Mr.  Stettinius  mentioned,  there  is 
this  matter  of  the  filling  of  the  bins  of  every  American  industry 
on  items  which  they  had  not  produced  before,  and  while  the  pro¬ 
duction  is  getting  under  way  there  is  an  extra  impact  because  every¬ 
body  is  filling  his  bins  with  the  spare  parts  that  go  into  his  pro¬ 
duction  line,  and  then  as  production  starts  coming  off  the  end  at  a 
regular  rate,  and  everything  is  going  at  the  same  rate,  that  will 
cease.  But  there  is  at  this  moment  and  it  will  continue  for  a 
matter  of  months  until  the  whole  program  is  going  fairly  steadily, 
this  extra  load,  because  of  getting  in  minimum  inventories  in  the 
American  industries. 

Passing  on  the  voluntary  as  against  mandatory,  I  think  that  has 
been  cleared  up,  but  I  am  not  perfectly  sure  of  it.  We  have  not 
acted  entirely  by  voluntary  action  as  has  been  implied  here.  What 
we  want  to  get  clear  is  that  the  lease-lend  stuff,  the  Maritime  Com¬ 
mission  stuff,  which  is  just  as  important  in  every  way,  there  is  no 
mandatory  power  in  that  area,  and  we  need  to  bring  it  up  on  a  level 
with  the  Army  and  Navy. 

Those  are  the  only  points  that  seem  to  call  for  any  comment 
from  me. 

Mr.  Bradley.  I  understood  you  to  say  you  were  Assistant  Director 
of  Policy. 

Mr.  Smith.  That  is  correct. 

Mr.  Bradley.  In  that  connection,  maybe  you  can  tell  me  this; 
throughout  the  country  there  is  a  training  program  in  effect  by  vari- 
out  educational  agencies,  in  the  different  municipalities,  to  train 
workers  for  these  industries.  There  is  a  big  one  contemplated  in 
my  territory.  What  is  the  policy  of  the  O.  P.  M.  relative  to  prior- 
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ities  for  machinery  and  machine  tools  to  turn  out  these  thousands 
of  workers.  Heretofore,  I  understand,  they  have  not  been  able  to 
get  them,  and  the  training  program  is  stymied. 

Mr.  Smith.  The  program  of  training  is  being  carried  on,  and  of 
necessity,  with  what  is  left  over  after  the  most  pressing  emergency 
machinery  requirements  of  the  defense  program.  We  have  unfor¬ 
tunately,  but  as  we  see  it,  necessarily,  put  new  machinery  for  the 
actual  production  ahead  of  new  machinery  for  training,  and  the 
training  then  takes  place  in  two  ways;  one  by  the  working  of  the 
trainees  right  alongside  the  same  machine  with  the  man  who  is  doing 
the  producing.  That  is  where  most  of  it  takes  place.  Secondly, 
by  second-hand  machinery  which  is  available  for  school  purposes  of 
the  sort  you  have  in  mind.  We  don’t  think  that  is  good,  but  as  a 
matter  of  choice  between  the  two,  we  do  it  that  way. 

Mr.  Bradley.  In  the  Philadelphia  area,  which  is  probably  the 
biggest  shipyard  area  in  the  United  States,  with  the  Philadelphia 
Navy  Yard,  the  New  York  Shipbuilding  Co.,  and  others,  we  have  » 
been  trying  to  have  the  Philadelphia  Board  of  Education  get  a  j 
program  under  way  to  train  about  5,000  workers,  and  we  have  not 
been  able  to  get  any  priority  on  the  machinery,  and  the  whole  pro¬ 
gram  has  stopped.  The  buildings  are  leased  at  a  great  expense, 
plans  were  laid,  applicants  are  waiting,  men  are  needed,  but  we 
cannot  get  the  machinery.  Is  there  any  way  we  can  get  priority? 

Mr.  Smith.  You  cannot  get  priority  for  a  school  without  short¬ 
changing  the  actual  productive  machinery  that  is  going  right  into 
production  at  the  moment,  if  they  are  identical  machines  and  both 
new,  because  today  the  entire  capacity  of  the  machine-tool-produc¬ 
ing  industry  is  actually  full,  insofar  as  special  defense  machinery 
is  concerned,  in  making  new  machinery  for  the  actual  immediate 
production  of  defense  materials. 

The  Chairman.  The  same  thing  Mr.  Bradley  has  spoken  about 
is  happening  all  over  the  United  States. 

Mr.  Smith.  That  is  right. 

The  Chairman.  Why  isn’t  it  a  short-sighted  policy  to  go  ahead 
and  concentrate  on  speeding  up  on  the  machines  when  you  can’t 
put  the  machines  in  operation?  You  cannot  get  the  machine  into 
production  in  the  defense  program  if  you  do  not  have  the  skilled 
workmen  to  operate  it. 

Mr.  Smith.  There  has  been  reference  to  time  here,  and  it  is  a 
question  of  time.  By  doubling  up  in  every  productive  plant  in 
the  country,  having  the  trainees  stand  right  behind  the  man  running 
the  machine,  and  taking  turns  with  him  when  the  work  permits,  we 
are  spreading  out  the  training  as  best  we  can.  The  more  pressing 
need  at  this  time  seems  to  be  the  getting  of  the  new  machines  for 
the  actual  production  installed,  and  the  secondary  need  is  the  edu¬ 
cating  of  the  workmen.  By  these  two  ways,  with  second-hand  ma¬ 
chines,  and  by  standing  the  trainees  behind  the  man  actually 
producing  the  work,  we  feel  we  are  doing  the  best  we  can. 

Mr.  Bradley.  The  only  fault  with  that  is  that  in  the  shipbuilding 
industry  that  is  impractical.  You  just  cannot  train  men  that  way. 

Mr.  Smith.  I  will  say  this:  That  we  have  been  almost  completely 
influenced  by  the  Army  and  Navy  Munitions  Board  and  their  prior¬ 
ity  committee  on  these  things,  and  if  they  recommend  to  us  for  a 
given  place  that  we  put  in  machinery  for  trainees  ahead  of  some 
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new  machinery  for  production,  we  will  be  greatly  influenced  by  it. 
But  we  haven’t  had  that  happen  so  far. 

The  Chairman.  One  of  the  problems  has  always  been  that  the 
Army  and  the  Navy,  especially,  have  not  been  particularly  far¬ 
sighted  in  these  matters.  If  they  had  had  a  farsighted  policy  years 
ago  and  had  started  these  training  schools  there  would  have  been 
a  surplus  of  mechanics  all  over  the  country.  So  I  hope  you  won’t 
confine  your  attention  entirely  to  the  Army  and  the  Navy,  but  that 
3  ou  will  look  at  it  from  the  standpoint  of  the  emergency  situation 
we  are  confronted  with,  and  not  be  entirely  controlled  by  the  Army 
and  Navy,  because  the  Navy,  particularly,  has  not  a  good  record  by 
any  means  on  that  proposition. 

Mr.  Smith.  This  is  a  country-wide  situation,  and  if  we  let  down  the 
bars  for  new  machinery  for  training - 

The  Chairman.  What  I  am  trying  to  get  over  to  you  is,  I  hope  you 
will  do- a  little  thinking  for  yourselves  and  not  just  get  into  the  rut 
the  Navy  did  on  this  matter. 

Mr.  Smith.  I  don’t  mean  to  say  that  we  would  be  exclusively  guided 
b3T  them,  but  if  the3r  recommend  that  we  will  be  greatly  influenced. 

Mr.  Bates.  Can  }tou  estimate  what  vour  production  requirements 
will  be  under  this  defense  program  ?  When  will  we  get  over  the  heavy 
so-called  machine-tool  hump? 

Mr.  Smith.  Well,  predictions  are  always  uncertain. 

Mr.  Bates.  I  know,  but  estimate  as  nearly  as  3Tou  can  the  heavy-tool 
requirements. 

Mr.  Smith.  I  am  afraid  that  if  the  44  billion  or  thereabouts, 
that  is  now  provided  for,  all  goes  steadily  into  production  it  will  be 
some  time  late  next  year  at  the  very  best  before  there  is  an}7  leveling 
off. 

The  Chairman.  Are  there  an}7  questions  by  any  other  members  of 
the  committee?  Thank  you  very  much. 

Who  is  here  from  the  Navy  Department  that  is  on  this  Board? 

STATEMENT  OF  CAPT.  A.  B.  ANDEKSON,  OFFICE,  CHIEF  OF  NAVAL 

OPEBATIONS 

The  Chairman.  Captain,  you  are  a  member  of  what  is  known  as  the 
Army  and  Navy  Munitions  Board  ? 

Captain  Anderson.  I  am  a  member  of  the  executive  committee  of 
the  Army  and  Navy  Munitions  Board;  yes,  sir. 

The  Chairman.  Give  us  briefly  what  that  Board  does,  and  what  is 
the  policy  of  the  Board  about  purchases. 

Captain  Anderson.  The  Army  and  Navy  Munitions  Board  is  a  joint 
board  of  the  War  and  Navy  Departments;  the  members  of  the  Board 
are  the  Assistant  Secretary  of  the  Navy  and  Assistant  Secretary  of  the 
Army;  the  two  Under  Secretaries  are  cochairmen. 

The  Chairman.  Who  are  they? 

Captain  Anderson.  The  two  Assistants — Assistant  Secretary  of 
War  and  The  Assistant  Secretary  of  the  Navy.  That  Board  was  or¬ 
ganized  in  1922  and  has  been  functioning  ever  since.  It  was  organ¬ 
ized  pursuant  to  the  provision  of  the  National  Defense  Act  of  1916, 
modified  in  1920,  where  the  Assistant  Secretary  of  War  was  given 
statutory  responsibility  for  industrial  mobilization.  Then  the  Army 
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went  ahead  with  that,  and  the  Navy  fell  in  with  it,  and  in  1922  they 
set  up  this  Army  and  Navy  Munitions  Board,  and  it  has  been  con¬ 
tinuous  since.  Their  functions  have  been  the  joint  planning  for  in¬ 
dustrial  mobiliation,  joint  planning  of  allocation  of  industry  on  “M” 
day,  and  war  program  planning  generally  in  a  joint  way.  Since  we 
have  had  this  emergency,  the  Army  and  Navy  Munitions  Board  has 
set  up  the  Army  and  Navy  Munitions  Priority  Committee,  which  was 
set  up  last  June. 

The  Chairman.  Set  up  by  the  Secretary  of  War? 

Captain  Anderson.  It  was  set  up  by  the  Secretary  of  War  and  the 
Secretary  of  the  Navy,  and  officers  that  work  in  the  Army  and  Navy 
Munitions  Board.  On  August  12  the  Army  and  Navy  enunciated  a 
military  objective  and  got  out  what  they  call  preference  ratings  or 
priorities  lists,  and  got  out  a  critical  list,  and  this  was  done  by  the 
Army  and  Navy  long  before  any  0.  P.  M.  was  even  thought  of. 
The  Army  and  Navy,  through  the  Army  and  Navy  Munitions.  Board, 
administered  priorities  as  such  from  the  middle  of  last  summer  up 
until  December,  when  the  O.  P.  M.  was  set  up  and  this  Priorities 
Division  of  the  O.  P.  M.  came  into  existence.  And  then,  of  course, 
they  have  superintended  the  operation  of  priorities  since  then,  but 
the  Army  and  Navy  Munitions  Board,  or  Priorities  Committee,  still 
has  the  say-so  on  military  items. 

In  this  critical  list  you  have  in  the  booklet  there  is  a  third  revision. 
Originally  the  idea  of  the  critical  list  was  to  put  only  items  in  there 
that  were  difficult  to  obtain  and  of  a  military  characteristic,  and 
that  critical  list  therefore  contains  military  items  mostly,  more 
than  basic  materials,  such  as  aluminum  and  so  forth.  That  is  one 
reason  why  aluminum  and  plain  steel  and  copper  and  so  forth  did 
not  appear  on  the  Army  and  Navy  Munitions  Board  critical  list, 
because  if  not  manufactured  or  semimanufactured  items  that  would 
be  difficult  of  obtainment  in  an  emergency,  they  were  not  put  on  that 
list. 

Of  course  the  Army  and  Navy  Munitions  Board  does  do  other 
things,  too.  They  set  up  a  Clearance  Committee  to  take  care  of 
the  orders  of  foreign  governments;  got  the  answers  from  the  War 
and  Navy  Departments  and  gave  a  combined  answer  to  the  Secre¬ 
tary  of  State,  and  cleared  that.  They  perform  other  functions,  too. 
As  I  said  before,  the  allocation  of  materials  which  did  not  come  into 
effect  in  this  emergency  was  not  thought  necessary.  They  have  it 
tabulated  and  they  have  done  good  work,  in  that  they  have  on  a  card 
system  all  pertinent  information  with  regard  to  much  of  the  facili¬ 
ties  of  the  United  States  manufacturing  facilities. 

On  the  priorities,  as  I  said  before,  the  Army  and  Navy  Munitions 
Board,  or  Priorities  Committee,  which  now  consists  of  about  six  or 
seven  Navy  officers  and  an  equal  number  of  Army  officers,  plus  a 
clerical  force,  does  take  care  of  all  the  priorities  for  the  Army  and 
Navy  and  the  strictly  military  priorities,  plus  the  Coast  Guard,  the 
Maritime  Commission,  the  Coast  and  Geodetic  Survey,  and  the  Na¬ 
tional  Advisory  Committee  for  Aeronautics,  plus  the  British  and 
Canada.  Those  duties  the  O.  P.  M.  feel  they  cannot  undertake;  they 
don’t  know  the  military  situation  as  well  as  the  Army  and  Navy  do, 
so  they  put  it  up  to  the  Army  and  Navy  to  take  care  of  those 
priorities. 


The  Chairman.  Captain,  you  make  up  your  critical  list,  and  then 
you  take  it  over  to  the  O.  P”.  M.,  Mr.  Stettinius’  group,  and  you  all 
get  together. 

Captain  Anderson.  Yes,  sir. 

The  Chairman.  What  has  been  your  relationship — harmonious? 

Captain  Anderson.  Very  harmonious.  Of  course,  the  original 
critical  list  was  more  or  less  made  up  as  a  shot  in  the  dark.  That 
is  the  one  we  made  up  last  summer.  We  knew  certain  things  would 
be  critical,  because  they  were  critical  then. 

The  Chairman.  What  is  the  basis  for  the  critical  list? 

Captain  Anderson.  It  was  a  list  of  articles  that  the  bureaus  of 
the  Navy  felt  they  would  have  difficulty  in  procuring,  in  quantity 
and  in  time. 

The  Chairman.  And  as  time  runs  on  and  you  hear  you  have  a 
scarcity  of  a  certain  article,  you  put  it  on  the  list? 

Captain  Anderson.  Yes,  sir. 

The  Chairman.  For  instance,  when  the  list  was  first  made  up,  you 
didn't  consider  aluminum  was  critical  and  you  didn't  put  it  on. 

Captain  Anderson.  That  is  right. 

The  Chairman.  And  you  didn’t  consider  you  were  having  diffi¬ 
culty  with  armor  plate,  so  you  didn’t  put  that  on  ? 

Captain  Anderson.  Yes,  sir. 

The  Chairman.  But  just  as  soon  as  the  situation  becomes  critical 
in  a  certain  material,  you  put  that  material  on  the  critical  list? 

Captain  Anderson.  That  is  right. 

The  Chairman.  And  that  critical  list  has  priority  over  any  manu¬ 
facturing  throughout  the  whole  Nation;  is  that  correct? 

Captain  Anderson.  Well,  in  a  certain  way,  but  the  critical  list 
contains  the  items  on  which  we  put  priority,  preference  ratings.  If 
an  item  doesn’t  appear  on  the  critical  list  it  presupposes  there  is 
such  a  vast  quantity  we  don’t  have  to  worry  about  it,  and  the  only 
time  we  exercise  priority  is  when  there  is  not  production  facilities 
to  turn  out  any  given  amount  we  might  need  for  a  given  time. 

The  Chairman.  It  doesn’t  mean  that  being  on  the  critical  list 
everything  must  be  concentrated  on  that  production;  does  it? 

Captain  Anderson.  No,  sir. 

The  Chairman.  It  means  there  is  not  a  surplus  of  that  article  and 
therefore  priority  should  be  given  in  the  manufacturing  and  produc¬ 
tion  of  it. 

Captain  Anderson.  That  is  right. 

The  Chairman.  Is  that  what  you  take  it  to  mean? 

Mr.  Geoffrey  Smith.  Yes,  sir.  I  think  I  can  clear  up  the  point 
this  way:  the  critical  list  lists  the  items  to  which  a  preference  rating 
can  be  applied  by  the  Army  and  Navy  for  its  contracts.  The  steps 
are  that,  first  they  let  a  contract,  we  will  say,  for  airplanes;  then 
they  issue  a  preference  rating  on  that  contract;  and  then  that  pref¬ 
erence  rating  applies  not  only  to  the  finished  airplane,  and  makes 
that  the  first  order  of  business  for  the  company  that  is  manufactur¬ 
ing,  but  it  also  can  be  extended  down  to  the  aluminum,  the  raw 
products  that  go  in  there,  if  those  raw  products  are  on  the  critical 
list,  so  the  critical  list  is  the  base  to  which  the  preference  rating 
can  apply.  Now,  if  it  is  a  matter  of  getting  some  ordinary  product, 
such  as  canvas  that  goes  to  manufacture  some  seat  covers  for  the 


airplane,  that  is  not  on  the  critical  list,  and  the  preference  rating  does 
not  apply  to  that. 

The  Chairman.  Is  there  any  further  statement  you  wish  to  make, 
Captain  ? 

Captain  Anderson.  Only  that  this  amendment  to  Public,  No.  671, 

I  understand  from  our  Judge  Advocate  General’s  Office,  that  the 
Secretary  of  the  Navy  is  agreeable  to  it,  and  is  for  it.  I  haven’t  asked 
the  Chief  of  Naval  Operations,  but  I  can  speak  for  him.  I  know  a  j 
lot  about  priorities  and  have  worked  with  it  from  the  beginning,  as 
representative  for  the  Navy  on  this  Priorities  Division,  and  I  am  quite 
sure  I  can  speak  for  the  Chief  of  Naval  Operations  in  saying  that  the 
Navy  Department  would  be  glad  to  go  along  with  this;  that  it  is  a 
step  in  the  right  direction. 

The  Chairman.  Then  you  think  passage  of  this  bill  will  aid  both, 
your  set-up  and  the  O.  P.  M.  ? 

Captain  Anderson.  Yes,  sir;  I  do. 

The  Chairman.  And  it  is  recommended  by  Mr.  Knudsen  and  Mr.  | 
Hillman,  and  the  O.  P.  M.  and  there  is  no  objection  from  the  Navy 
Department  or  your  organization. 

Captain  Anderson.  Yes,  sir;  that  is  correct. 

The  Chairman.  On  the  contrary,  it  is  approved  by  the  Navy  De¬ 
partment. 

Captain  Anderson.  Yes,  sir;  I  started  to  say  that. 

Mr.  Vincent.  Let  me  ask  one  question.  Does  your  Board  have 
anything  to  do  with  the  cost  of  materials?  The  materials  that  go. into 
these  contracts,  I  mean. 

Captain  Anderson.  No,  sir. 

Mr.  Vincent.  That  is  one  thing  I  think  we  are  interested  in,  the 
cost  of  things  the  Army  and  Navy  has  to  buy.  We  do  not  seem  to  be 
able  to  find  any  one  who  knows  anything  about  it. 

The  Chairman.  Yes;  we  can.  We  have  a  subcommittee  that  will 
go  into  that. 

Before  I  read  the  bill,  I  would  like  to  file  in  the  record  a  letter  from 
Mr.  Knudsen,  and  from  Mr.  Hillman,  with  a  memorandum  that  was 
sent  along  with  it. 

The  letter  and  memorandum  are  as  follows : 

Office  of  Production  Management, 

Office  of  the  Director  General, 

Washington,  D.  C.,  April  23,  19//1. 

Hon.  Carl  Vinson, 

House  of  Representatives,  Washington ,  J).  C. 

Dear  Mr.  Vinson  :  On  behalf  of  the  Office  of  Production  Management,  there 
is  enclosed  herewith  the  draft  of  a  statutory  provision  to  clarify  and  amplify 
the  priorities  power  under  the  clause  in  section  2  (a)  of  Public,  671,  Seveuty- 
sixth  Congress,  third  session,  together  with  a  memorandum  describing  the  need 
for  such  additional  legislation. 

We  understand  that  you  introduced  the  original  bill  which  was  enacted 
as  Public,  671,  containing  said  section  2  (a).  Therefore,  after  consultation 
with  Mr.  William  W.  Dulles,  Special  Assistant  to  the  Secretary  of  the  Navy, 
we  felt  it  appropriate  to  submit  the  enclosed  statutory  provision  to  you. 

The  sole  priorities  power  at  present  derives  from  said  section  2  (a),  except 
for  special  priorities  powers  vested  in  particular  agencies  over  the  industries 
which  fall  within  their  jurisdiction,  such  as  the  Maritime  Commission,  Power 
Commission,  and  Interstate  Commerce  Commission. 


991 


As  indicated  by  the  attached  memorandum,  the  priorities  power  authorized 
by  said  section  2  (a)  needs  amplification  and  clarification  to  permit  the  estab 
lishment  of  an  adequate  priorities  system,  and  the  necessary  control  of  ma¬ 
terials  in  which  shortages  occur  as  a  result  of  the  impact  of  the  defense 
program  upon  our  national  economy. 

The  attached  memorandum  describes  the  particular  points  which  need 
amplification  and  clarification,  citing  examples  of  the  essential  need  therefor. 

Without  such  amplification  and  clarification  of  said  section  2  (a),  the 
Priorities  Division  of  the  Office  of  Production  Management  cannot  adequately 
deal  with  the  needs  of  national  defense. 

The  proposed  statutory  provision  has  not  been  drafted  in  the  form  of  a 
separate  bill,  in  the  belief  that  it  can  be  appropriately  added  as  an  additional 
provision  to  a  naval  or  military  bill.  However,  it  can,  without  difficulty,  be 
converted  into  a  separate  bill  if  that  appears  more  appropriate. 

The  suggested  amendment  will  not  residt  in  any  direct  expenditure  of  funds 
and  no  special  appropriation  will  be  required  to  make  it  effective. 

In  view  of  the  serious  need  for  this  legislation  and  the  necessity  for  speed 
in  the  defense  program,  the  Office  of  Production  Management  urgently  recom¬ 
mends  expeditious  action. 

Very  truly  yours, 


William  S.  Knudsen, 

Director  General. 
Sidney  Hillman, 

Associate  Director  General. 


Statutory  Provision  to  Supplement  and  Clarify  the  Authority  to  Establish 

Priorities  Under  Section,  2  (a)  of  Public,  No.  671  (To  Be  Included  in  a 

Bill  Dealing  with  Military  or  Naval  Matters) 

Deliveries  of  material  to  which  priority  may  be  assigned  pursuant  to  section 
2  (a)  of  the  act  of  June  28,  1940,  entitled  “An  act  to  expedite  national  defense 
and  for  other  purposes”  shall  include,  in  addition  to  deliveries  of  material 
under  contracts  or  orders  of  the  Army  or  Navy,  deliveries  of  material  under— 

(1)  Contracts  or  orders  of  the  Government  of  any  country  whose  defense 
the  President  deems  vital  to  the  defense  of  flie  United  States  under  the  terms 
of  the  act  of  March  11, 1941,  entitled  “An  act  to  promote  the  defense  of  the  United 
States” ; 

(2)  Contracts  or  orders  which  the  President  shall  deem  necessary  or  appro¬ 
priate  to  promote  the  defense  of  the  United  States;  and 

(3)  Subcontracts  or  suborders  which  the  President  shall  deem  necessary  or 
appropriate  to  the  fulfillment  of  any  contract  or  order  as  specified  above  or  in 
said  section  2  (a). 

Deliveries  under  any  such  contract  or  order  may  be  assigned  priority  over 
deliveries  under  any  other  contract  or  order. 

Whenever  the  President  is  satisfied  that  the  fulfillment  of  requirements  for 
the  defense  of  the  United  States  will  result  in  a  shortage  in  the  supply  of  any 
material  for  defense  or  for  private  account  or  for  export,  the  President  may 
allocate  such  material  in  such  manner  and  to  such  extent  as  he  shall  deem 
necessary  or  appropriate  in  the  public  interest  and  to  promote  the  national 
defense. 

The  President  shall  be  entitled  to  obtain,  from  any  person,  firm,  or  corpora¬ 
tion,  information  necessary  or  appropriate,  in  his  discretion,  to  the  enforcement 
or  administration  of  the  foregoing  provisions,  and  for  such  purpose  the  Presi¬ 
dent  shall  have,  in  addition  to  the  authority  to  inspect  premises  and  require 
reports,  the  same  authority  as  that  granted  with  respect  to  carriers  by  sections 
12,  20  (5),  46,  and  47  of  title  49  of  the  United  States  Code. 

No  person,  firm,  or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result  directly  or 
indirectly  from  his  compliance  with  any  rule,  regulation,  or  order  issued  here¬ 
under  or  under  section  2  (a). 

The  President  may  exercise  any  power,  authority,  or  discretion  conferred 
on  him  by  this  act  tlir<  >ugh  such  department,  agency,  or  officer  of  the  Govern¬ 
ment  as  he  may  direct  and  in  conformity  with  any  rules  and  regulations  which 
he  may  prescribe. 
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Memorandum  Stating  the  Need  for  Additional  Legislation  to  Clarify  the 
Priorities  Power  and  Suggesting  a  Statutory  Provision 

Tlie  only  express  statutory  authority  for  the  exercise  of  priority  powers  is 
contained  in  the  following  clause  appearing  in  section  2  (a)  of  Public  671, 
Seventy-sixth  Congress,  third  session. 

“*  *  *  and  deliveries  of  material  under  all  orders  placed  pursuant  to  the 

authority  of  this  section  and  all  other  naval  contracts  or  orders  and  all  Army 
contracts  and  orders  shall,  in  the  discretion  of  the  President,  take  priority  over 
all  deliveries  for  private  account  or  for  export.” 

I.  SUBCONTRACTS 

Although  this  statutory  provision  refers  only  to  contracts  or  orders  of  the 
Army  and  Navy,  the  words  used  are  “under  *  *  *  all  *  *  *  contracts 
or  orders  *  *  The  granting  of  priorities  upon  Army  and  Navy  prime 

contracts  calling  for  delivery  of  the  ultimate  military  or  naval  finished  product, 
such  as  ships,  airplanes,  tanks,  etc.,  is  only  partially  effective  because  in  most 
instances  the  important  point  at  which  to  obtain  the  preference  comes  down 
the  line  in  the  subcontracts  for  parts,  castings,  supplies,  and  materials  which 
enter  into  the  finished  product  and  which  are  obtained  by  the  prime  contractor 
from  others.  Usually  the  producer  of  the  finished  military  product  is  either 
engaged  in  the  manufacture  of  such  items  only,  or  his  contracts  are  of  such 
size  that  the  requisite  priority  is  easily  arranged,  whereas  the  subcontractor 
of  parts  and  materials  is  usually  engaged  in  ordinary  commercial  manufacture 
and  to  obtain  priority  for  items  entering  into  the  military  and  naval  orders, 
requires  that  a  specific  preference  be  given  in  order  to  prefer  deliveries  over 
the  orders  of  other  customers. 

Therefore,  it  is  reasonable  to  interpret  the  Congress  as  having  intended  by  use 
of  the  word  “under”  to  include  subcontracts. 

Such  subcontracts  may  reach  through  many  manufacturers  down  to  the  pro¬ 
ducer  of  raw  materials  such  as  steel,  aluminum,  nickel,  zinc,  etc.,  and  may  in¬ 
volve  an  extension  of  the  priority  rating  of  the  prime  contract  through  a  line  of 
a  dozen  subcontracts  down  to  the  raw  material. 

Although  this  interpretation  of  the  word  “under”  to  permit  the  extension  of 
preference  ratings  through  the  entire  line  of  subcontracts  to  the  raw  material 
appears  proper  and  is  therefore  the  interpretation  which  has  been  approved  by 
counsel  for  the  Office  of  Production  Management,  it  would  seem  wise  to  have 
this  interpretation  definitely  confirmed  by  Congress  by  amplification  of  sec¬ 
tion  2  (a)  quoted  above. 

II.  NEED  FOR  MANDATORY  PRIORITIES!  ON  OTHER  DEFENSE  CONTRACTS 

1.  British  and  other  foreign  contracts. — British  and  other  foreign  contracts 
which  by  national  policy  have  been  included  as  necessary  to  the  defense  program 
of  the  United  States  are  clearly  not  covered  by  section  2  (a)  above.  However, 
unless  such  contracts  are  to  he  postponed  in  all  cases  to  Army  and  Navy  con¬ 
tracts,  it  is  necessary  that  they  be  given  priority  ratings  on  a  basis  of  equality 
with  Army  and  Navy  contracts.  In  the  case  of  important  military  and  naval 
items,  such  as  airplanes,  tanks,  guns,  etc.,  the  load  of  orders  for  the  United 
States  Army  and  Navy,  if  they  alone  have  priority  status,  would  virtually 
eliminate  British  and  other  foreign  contracts  for  these  items ;  the  manufacturers 
capable  of  producing  them  would  be  completely  preempted  by  the  Army  and 
Navy  contracts  as  a  result  of  preference  ratings  granted  to  the  latter.  Hence, 
in  order  to  comply  with  the  national  policy  of  obtaining  military  and  naval 
products  for  the  British,  the  Priorities  Division  has  of  necessity  granted  pref¬ 
erence  ratings  to  such  British  and  other  foreign  contracts  on  a  basis  of  equality 
with  the  Army  and  Navy  contracts  of  the  United  States.  However,  in  so  doing, 
they  have  not  been  able  to  issue  such  preference  ratings  upon  a  mandatory 
basis  but  merely  upon  a  voluntary  basis  of  consent  and  cooperation. 

2.  Other  Government  contracts. — Government  agencies  other  than  the  War 
Department  or  Navy  Department  place  contracts  which  are  vital  to  the  defense 
program ;  for  instance,  the  Coast  Guard,  Geodetic  Survey,  Maritime  Commission, 
Panama  Canal,  etc.  To  prevent  such  contracts  from  being  postponed  to  the  entire 
military  and  naval  program,  the  Priorities  Division  has  of  necessity  issued  pref¬ 
erence  ratings  to  the  contracts  of  these  agencies  for  ships  and  other  equipment; 
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again  it  has  not  been  possible  to  issue  such  preference  ratings  on  a  mandatory 
basis  but  merely  on  the  basis  of  voluntary  cooperation. 

3.  Contracts  to  expand  facilities,  etc. — Further,  it  is  essential  to  the  defense 
program  in  many  instances  to  grant  preference  ratings  to  contracts  which  are 
in  no  sense  military  or  naval  or  even  Government,  but  which  are  nevertheless  of 
prime  importance  to  the  defense  program :  for  example,  to  obtain  equipment  for 
an  expansion  of  the  production  facilities  for  materials  in  which  there  is  a  short¬ 
age,  viz,  aluminum,  magnesium,  tin,  rubber,  etc. ;  or  for  additional  power-produc¬ 
ing  facilities.  Here  again  the  Priorities  Division  has  of  necessity  issued  prefer¬ 
ence  ratings  in  order  that  such  important  items  in  the  defense  program  should 
not  be  postponed  to  the  entire  military  and  naval  program ;  and  such  preference 
ratings  have  had  to  be  on  a  voluntary  basis. 

4.  Contracts  of  vital  civilian  importance. — Further,  it  may  often  be  necessary 
to  grant  priority  to  a  civilian  need  which  is  not  directly  connected  with  defense 
in  any  sense,  and  yet  is  essential  to  promote  the  defense  program;  for  instance, 
the  mechanical  facilities  for  the  water  system  in  one  of  our  large  cities  are  no¬ 
toriously  old  and  in  need  of  renewal.  This  city  is  a  very  important  defense 
center.  If  by  chance  a  serious  break-down  should  occur  in  these  facilities  it 
would  be  vital  to  obtain  new  machinery  quickly ;  the  present  overloaded  condition 
of  the  industries  producing  such  equipment  would  necessitate  the  granting  of 
high  priority  ratings  to  the  orders  for  such  machinery ;  if  this  were  not  done, 
the  delay  in  obtaining  it  as  a  result  of  other  defense  priorities  certificates  already 
outstanding  might  be  disastrous.  Here,  although  the  direct  defense  is  not  in¬ 
volved,  the  granting  of  preference  certificates  may  become  essential.  This  is 
only  one  instance  of  this  type  of  need  which  may  arise ;  it  is  impossible  to  predict 
or  define  the  types  of  equally  important  situations  that  may  occur,  not  directly 
related  to  defense. 

It  is  apparent  that  reliance  upon  preference  ratings  for  the  foregoing  four 
categories  on  a  basis  of  voluntary  cooperation  has  serious  dangers. 

At  any  time  a  manufacturer  can  refuse  to  honor  such  preference-rating  cer¬ 
tificates  and  prevent  the  fulfillment  of  contracts  which  are,  in  some  instances,  as 
important  to  defense  as  the  most  important  Army  and  Navy  contracts.  Further, 
this  need  happen,  in  all  probability,  only  once  to  bring  about  widespread  disregard 
of  such  voluntary  certificates. 

There  is  another  serious  disadvantage  in  these  voluntary  preferences ;  The 
manufacturer  who  recognizes  them  and  gives  priority  to  deliveries  under  them 
runs  the  risk  of  damage  suits  by  any  and  all  private  customers  if  the  deliveries 
to  such  private  customers  under  contracts  and  orders  already  placed  are  post¬ 
poned  by  the  recognition  of  such  voluntary  preference  ratings.  To  suggest  that 
the  manufacturer  can  protect  himself  by  obtaining  the  consent  of  each  private 
customer  is  an  inadequate  answer,  since  such  private  customers  may,  within 
their  rights,  refuse  to  grant  such  consent.  Further,  when  preference  ratings 
are  issued  on  any  large  scale,  as  of  necessity  they  must  be  for  British  orders 
and  in  some  instances  for  other  Government  agencies  and  civilian  orders,  it  is 
difficult,  if  not  impossible,  for  the  manufacturer  in  all  cases  to  obtain  such  con¬ 
sent  without  serious  delay. 

Thus,  the  issuance  of  such  voluntary  preference  ratings  places  an  unfair- 
burden  upon  the  manufacturer  who  is  expected  to  recognize  them.  Each  manu¬ 
facturer  may  be  putting  his  head  in  a  noose  which  may  not  draw  tight  until  6 
years  hence  when  sued  for  damages  at  the  expiration  of  the  period  of  the  statute 
of  limitations. 

III.  shortages  of  matebiat.  ;  allocation 

The  vast  extent  of  the  defense  program  has  led  inevitably  to  serious  shortages 
in  the  supply  of  certain  important  products  and  raw  materials;  for  instance, 
machine  tools,  cranes,  aluminum,  magnesium,  nickel,  zinc,  tungsten,  etc. 

It  is  essential  in  such  instances  to  conserve  and  protect  the  supply  for  defense 
needs. 

In  such  instances  the  priorities  system  based  solely  upon  the  granting  of  pref¬ 
erence  ratings  to  individual  contracts  has  been  found  inadequate  as  a  method 
of  conserving  the  supply.  Under  the  system  of  preference  ratings  for  individual 
contracts  the  seepage  of  the  preference  ratings  through  subcontracts  to  raw 
materials  is  slow  and  ineffective. 

It  is  slow  because  of  the  necessity  for  the  gradual  subcontracting  through 
what  often  constitutes  a  long  chain  of  subcontractors.  This  lag  permits  the 
rapid  disappearance  of  great  quantities  of  the  short  material  into  nondefense 
and  often  least  important  uses,  frequently  for  excessive  inventory  hoarding. 
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It  is  ineffective  because  in  many  cases  the  raw  material  cannot  be  traced 
directly  into  the  finished  product.  For  instance,  electric  motors  require  the  use 
of  materials  in  which  there  is  a  shortage.  Electric  motors  in  many  cases  are 
standard  products  made  in  commercial  lines  and  stocked  for  delivery ;  yet  elec¬ 
tric  motors  of  such  stock  kinds  are  used  in  large  quantities  in  the  defense  pro¬ 
gram.  The  manufacturer  of  electric  motors,  when  he  manufactures  them,  cannot 
know  which  particular  motor  or  what  particular  part  of  his  stock  of  motors  will 
go  into  the  defense  program,  and  yet  a  very  substantial  part  may  do  so  and  the 
manufacturer  of  electric  motors  is  as  important  to  the  defense  program  for  that 
reason  as  if  they  were  directly  ordered  by  the  Army  or  Navy. 

This  same  difficulty  appears  in  a  myriad  of  products;  for  instance,  small  tools, 
optical  instruments,  and  accessories  and  parts  of  all  kinds.  Although  the  sys¬ 
tem  of  issuing  individual  preference  rating  certificates  cannot  reach  the  raw 
materials  for  this  type  of  product,  it  is  nevertheless  essential  that  the  raw 
materials  of  which  a  shortage  exists  shall  be  directed  into  this  type  of  product. 

Such  being  the  case,  the  Priorities  Division  has  found  it  necessary  where  there 
is  a  real  shortage  of  a  product  or  material  to  take  control  of  the  entire  supply 
of  such  product  or  material,  in  order  to  protect  the  further  needs  of  the  defense 
program.  This  it  has  done  by  the  issuance  of  blanket  preference  ratings  directing 
that  only  defense  orders,  direct  or  indirect,  be  filled  except  as  fractions  of  the 
supply  are  released. 

When  a  shortage  in  a  particular  material  or  product  occurs,  and  preference 
is  granted  for  defense  orders,  the  result  inevitably  is  a  shortage  in  the  supply 
for  civilian  needs.  For  instance,  in  aluminum  at  the  present  time  the  balance 
available  for  civilian  use,  even  if  we  assume  that  the  rate  of  production  will 
continue  without  interruption  by  sabotage,  strike,  or  other  stoppage,  is  only 
25  percent  of  the  normal  civilian  demand.  Where  this  situation  occurs  it  is 
essential  that  such  fractional  supply  be  carefully  allocated  to  those  civilian  needs 
which  are  most  important  in  the  maintenance  of  our  domestic  economy.  If  the 
distribution  of  such  fractional  supplies  is  left  without  control,  it  will  be  grabbed 
by  the  quickest  purchaser  or  the  largest  purse,  without  regard  to  the  importance 
of  such  purchaser’s  product  in  the  domestic  economy,  and,  further,  such  scramble 
for  the  available  material  leads  to  competitive  bidding  of  the  price  into  ex¬ 
traordinary  price  rises. 

IV.  INTERPRETATION  OF  SECTION  2  (A) 

Upon  the  assumption  that  Congress  must  have  intended  section  2  (a),  quoted 
above,  to  give  effective  authority,  not  oniy  to  obtain  adequate  priority  for  Army 
and  Navy  orders,  but  also  to  deal  with  the  results  of  the  exercise  of  such  power, 
section  2(a)  has  been  broadly  interpreted  by  counsel  for  the  Office  of  Production 
Management  and  by  the  Army  and  Navy.  It  has  been  interpreted  not  only  to 
permit  the  granting  of  preference  rating  certificates  to  subcontractors  and  sub¬ 
orders  under  Army  and  Navy  contracts  or  orders  clear  through  to  the  raw 
materials,  but  also  as  follows : 

“If  the  fulfillment  of  Army  and  Navy  contracts  and  orders  requires  deliveries, 
present  and  prospective,  which  will  absorb  all  of  the  presently  available  supply 
of  any  given  material,  then  the  statute  warrants  ‘blanket’  orders  covering  the 
entire  supply  of  such  material  requiring  the  industry  to  fill  none  except  Army 
and  Navy  orders  except  as  released  for  other  purposes. 

“If,  having  reserved  the  entire  current  supply  of  a  given  material  for  Army  and 
Navy  orders,  it  is  found  to  be  of  more  benefit  to  the  total  defense  program  to 
utilize  some  portion  of  such  material  for  selected  civilian  or  foreign  government 
uses,  the  power  to  reserve  the  entire  supply  includes  the  power  to  release,  by 
specific  allocations  or  otherwise,  such  portions  as  seem  necessary  for  such 
selected  more  important  uses.” 

It  is  apparent  that  the  foregoing  requires  a  liberal  interpretation  of  section 
2  (a).  Nevertheless,  counsel  has  believed  that  this  interpretation  of  the  con¬ 
gressional  intent  is  warranted,  since  the  section  is  designed  to  protect  the  national- 
defense  program  during  an  emergency  period. 

However,  even  this  broad  interpretation  does  not  give  adequate  authority  to 
deal  with  the  problem  of  shortages.  The  interpretation  requires  that  the  short¬ 
age  already  exists  to  such  extent  that  the  presently  available  supply  is  all  re¬ 
quired  to  fill  present  and  prospective  Army  and  Navy  contracts.  It  is  of  the 
utmost  importance  that  steps  be  taken  to  conserve  the  supply  before  it  reaches 
this  point,  which,  in  turn,  requires  that  authority  be  given  to  deal  with  the  uses 
of  materials  as  soon  as  it  appears  definite  that  a  shortage  will  occur.  It  usually 


requires  many  weeks  before  a  plan  for  proper  conservation  of  the  supply  of  a 
material  can  be  actually  put  into  operation  after  it  appears  that  a  shortage  will 
occur,  and  if  there  is  no  authority  to  deal  with  the  situation  until  the  shortage 
has  occurred,  then  during  the  ensuing  weeks  when  the  plan  is  taking  effect  much 
time  and  great  quantities  of  material  may  disappear  to  nonessential  uses,  exces¬ 
sive  inventories,  and  hoarding. 


v.  information  — 

To  deal  adequately  with  essential  materials  and  products  needed  for  defense,  it 
is  essential  to  have  complete  data  regarding  the  supply  thereof  and  productive 
capacity  therefor  and  the  requirements,  both  military  and  civilian,  for  such 
products  and  materials.  This  includes  knowledge  of  inventories  and  rates  of  use, 
which  can  only  be  obtained  from  industry  itself. 

Further,  to  allocate  materials  in  which  a  shortage  exists  requires  complete 
knowledge  of  the  uses  to  which  the  customers  of  each  producer  will  make  of  orders 
to  be  filled.  The  foregoing  requires  authority  to  obtain  information  from  indus¬ 
try  in  all  of  these  matters.  There  is  at  present  no  statutory  authority  to  require 
such  information  to  be  furnished  by  industry  either  under  section  2(a)  or  other¬ 
wise  in  connection  with  the  exercise  of  priorities. 

VI.  INABILITY  FOR  COMPLIANCE  WITH  PRIORITY  RATINGS 

Orders  placed  by  the  armed  services  are  in  most  instances  not  compulsory,  but 
the  manufacturer  who  accepts  these  orders  knows  that  a  preference  rating  will 
usually  be  assigned  to  such  orders  the  moment  he  accepts  them.  He,  therefore, 
knows  in  accepting  such  orders  that  he  will  in  many  instances  be  required  to 
postpone  or  eliminate  deliveries  under  other  orders  from  civilian  customers  which 
are  already  on  his  books. 

If  such  manufacturer  is  sued  for  damages  by  one  of  such  other  customers  for 
default  under  such  customer's  contract,  there  is  some  legal  doubt  whether  the 
manufacturer  can  plead  impossibility  of  performance  since  he  has  accepted  the 
military  order  with  knowledge  that  it  will  require  such  default.  It  is  important 
to  give  clear  statutory  protection  to  all  manufacturers  who  comply  with  priority 
orders. 


VI I.  PROPOSED  STATUTORY  PROVISION 

It  is  evident  from  the  foregoing  that  there  is  need  for  Congress  to  clarify 
its  intent  and  to  amplify  the  authority  given  by  this  meager  statutory  provi¬ 
sion  contained  in  section  2  (a)  of  Public,  671,  which  forms  the  entire  basis 
for  the  establishment  of  priorities  for  the  defense  program. 

Therefore,  the  attached  statutory  provision  has  been  prepared  to  clarify 
and  amplify  the  priorities  authority  to  take  care  of  the  necessities  as  indi¬ 
cated  in  the  foregoing  memorandum.  The  language  of  the  statutory  provi¬ 
sion  adheres  to  that  used  in  section  2  (a). 

The  purpose  of  this  statutory  provision  is  sixfold : 

1.  To  permit  the  assignment  of  mandatory  priorities  to  contracts  or  orders 
of  any  foreign  government  which  the  President  brings  within  the  terms  of 
the  lease-lend  bill. 

2.  To  permit  the  assignment  of  mandatory  priorities  to  any  contract  or 
order  of  a  Government  agency  other  than  the  Army  or  Navy  or  of  private 
industry  which  is  of  vital  importance  to  the  defense  program  (as  described 
above). 

3.  To  make  clear  that  mandatory  priorities  may  be  extended  to  subcon¬ 
tracts  and  suborders  for  parts,  supplies,  and  materials  which  enter  directly 
or  indirectly  into  the  fulfillment  of  the  prime  contracts  which  are  subject  to 
mandatory  priorities. 

4.  To  permit  control  of  the  distribution  of  those  products  and  materials  in 
which  shortages  appear  by  reason  of  the  impact  of  the  defense  program, 
and  to  permit  the  allocation  of  such  products  and  materials  to  defense  and 
to  the  most  important  civilian  needs  in  preference  to  less  important  uses. 

5.  To  permit  adequate  information  to  be  obtained  to  operate  the  priorities 
system. 

6.  To  protect  persons  complying  with  priority  orders  against  liability  fcr 
damages. 

The  Chairman.  Now.  T  will  read  the  bill,  section  by  section,  and 
we  will  ask  you  to  explain  what  each  means  as  we  go  along. 
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Mr.  Smith.  Yes,  Mr.  Chairman. 

The  Chairman  [reading] : 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  section  2  of  the  Act  approved 
June  28,  1940,  as  amended,  is  amended  by  inserting  “(1)”  after  “Sec.  2  (a)” 
and  by  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

“(2)  Deliveries  of  material  to  which  priority  may  he  assigned  pursuant  to 
paragraph  (1)  shall  include,  in  addition  to  deliveries  of  material  under  con¬ 
tracts  or  orders  of  the  Army  or  Navy,  deliveries  of  material  under — 

“(A)  contracts  or  orders  from  the  Government  of  any  country  whose  defense 
the  President  deems  vital  to  the  defense  of  the  United  States  under  the  terms 
of  the  Act  of  March  11,  1941,  entitled  "An  Act  to  promote  defense  of  the 
United  States’  ” — 

What  does  that  mean  down  to  there? 

Mr.  Smith.  Down  to  there  it  means  that  whereas  the  original  pro¬ 
vision,  which  appears  quoted  on  the  face  of  the  memorandum  you 
have  just  asked  to  be  inserted  in  the  record,  was  restricted  to  Army 
and  Navy  contracts,  this  (A)  will  now  extend  that  same  right  to 
grant  priorities  to  1  end-lease  contracts,  insofar  as  those  remain  con¬ 
tracts  by  the  lend-lease  governments  and  the  President  does  not  see 
fit  to  have  the  Army  and  Navy  actually  let  the  contracts,  which, 
of  course,  he  actually  could  do.  But  insofar  as  these  contracts  re¬ 
main  contracts  of  these  governments  this  will  give  the  right  to  give 
them  priority  status,  just  as  we  can  our  own  Army  and  Navy  con¬ 
tracts. 

The  Chairman.  This  (A)  means  that  priority  can  be  given  to 
the  lend-lease  bill  contracts. 

Mr.  Smith.  That  is  right. 

The  Chairman.  Without  (A)  that  could  not  be  done,  could  it? 

Mr.  Smith.  Well,  it  could  not  be  done  unless  all  of  the  orders 
for  the  lend-lease  contries  should  be  actually  made  contracts  of 
the  Army  and  Navy,  which  is  not  being  done,  and  is  not  feasible, 
because  there  is  so  much  already  let  and  outstanding. 

The  Chairman.  Now  (B)  : 

Contracts  of  orders  which  the  President  shall  deem  necessary  Or  appropriate 
to  promote  the  defense  of  the  United  States — 

What  does  that  mean? 

Mr.  Smith.  Those  may  be  of  various  kinds.  In  my  memorandum 
on  pages  3  and  4  I  have  covered  them.  In  the  first  place,  the  Mari¬ 
time  Commission  has  very  important  contracts  to  get  ships  built. 
It  would  cover  those.  In  the  second  place,  there  are  various  expan¬ 
sion  programs  for  vital  materials  that  are  actually  short,  such  as 
magnesium,  aluminum,  and  some  of  the  specialty  steels  and  so  forth. 
It  is  important  that  we  grant  priorities  to  these  projects  for  the 
equipment  to  construct  them.  It  would  cover  those.  It  would  also 
cover  any  indirect  important  defense  contracts,  such  as  the  water 
supply  contract  that  the  chairman  mentioned  at  the  beginning  here, 
where  it  is  important  to  get  a  water  supply  for  a  defense  housing 
program  or  a  group  of  factories,  and  you  can’t  get  the  equipment  for 
it  without  giving  priorities. 

The  Chairman.  Or  a  bus  to  carry  people  out  to  work. 
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Mr.  Smith.  Perhaps,  if  the  situation  is  tight  and  you  couldn’t 
get  it  otherwise.  • 

Mr.  Bradley.  It  would  cover  the  training  program  too  ? 

Mr.  Smith.  It  would  cover  the  training  program.  It  is  important 
to  keep  in  mind  in  this  whole  program  that  the  moment  you  start 
granting  priorities  on  anything,  you  may  then  set  aside  anything 
you  do  not  grant  them  on.  In  other  words,  the  moment  the  impact 
of  the  Army  and  Navy  contracts  hits  industry,  then  anything  that 
does  not  have  priority  just  automatically  gets  set  down.  That  would 
be  the  British,  that  would  be  these  expansion  programs,  your  train¬ 
ing  program,  or  anything  else.  This  is  an  effort  to  get  authority  to 
give  those  things  priority  that  should  be  on  a  high  level,  and  fit  them 
into  the  line  of  importance  of  the  actual  military  contracts. 

The  Chairman.  In  other  words,  instead  of  shutting  down  the 
plants,  it  is  to  try  to  keep  plants  running,  even  though  they  do  not 
have  a  national-defense  contract,  with  those  plants  that  do  have 
a  national-defense  contract.  Keep  everything  going  as  far  as  pos- 
I  sible,  with  the  objective  of  national  defense  the  main  consideration. 

Mr.  Smith.  That  problem  come  up  under  the  next  clause  down 
the  page.  This  clause  is  to  see  to  it  that  the  actual  defense  needs, 
not  just  the  strictly  military  needs,  are  lifted  into  a  primary  posi¬ 
tion  and  delivered  on  time  and  ahead  of  nonessential  things. 

The  Chairman.  One  might  have  an  important  military  need,  the 
other  has  a  bearing  on  it,  and  so  it  tries  to  harmonize  and  dovetail 
their  importance? 

Mr.  Smith.  That  is  right,  sir.  Take,  for  instance,  magnesium, 
which  is  acutely  short,  there  isn’t  even  enough  to  go  around  to  the 
military,  if  you  include  the  British,  who  are  crying  for  it.  We  have 
programs  on  to  make  more  magnesium,  to  increase  to  capacity.  It 
is  just  as  important,  if  not  more  important,  to  see  that  that  a  new 
plant  to  make  magnesium  is  set  up  and  started,  as  it  is  to  build 
airplanes,  because  you  can’t  build  the  airplanes  without  magnesium. 

Mr.  Bates.  As  a  matter  of  fact,  is  the  shortage  in  the  mining 
end? 

Mr.  Smith.  All  ends. 

Mr.  Bates.  Where  is  the  major  source? 

Mr.  Smith.  I  am  a  lawyer,  and  I  am  not  as  familiar  as  I  should 
be  with  those  problems. 

The  Chairman.  Where  does  coal  figure  on  this?  It  is  just  as  im¬ 
portant  to  have  the  coal  for  steam;  you  have  to  come  right  back 
to  that. 

Mr.  Smith.  I  think  that  after  we  get  this  bill,  Mr.  Chairman,  we 
have  got  authority  then  to  give  priority  on  coal  for  defense  purposes. 

The  Chairman.  Where  is  that? 

Mr.  Smith.  That  is  under  (B)  — 

*  *  *  contracts  or  orders  which  the  President  shall  deem  necessary  or 

appropriate  to  promote  the  defense  of  the  United  States. 

The  Chairman.  Under  this  bill  what  relation  would  it  have  to  coal? 
You  say  you  would  give  priority  on  coal,  because  coal  has  a  direct 
bearing,  in  that  you  have  to  have  coal  to  furnish  the  steam  to  make  the 
armor  plate  or  anything  else. 

Mr.  Smith.  Right. 
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The  Chairman.  So  it  is  an  integral  part  of  the  defense  program. 
Suppose  the  coal  is  not  coming  out  of  the  bowels  of  the  earth,  is  there 
any  way  you  can  get  it  out? 

Mr.  Smith.  Well,  nothing  in  this  bill,  or  any  other  priority  power, 
gives  you  the  right  to  force  the  manufacture  or  production  of  some¬ 
thing. 

The  Chairman.  I  understand  that. 

Mr.  Smith.  It  merely  forces  the  man  who  does  produce  it  to  give 
first  preference  on  deliveries  of  what  he  does  produce.  You  could 
not,  under  this  bill,  say  to  the  miners,  “You  have  got  to  work.” 

The  Chairman.  That  is  right. 

Mr.  Vincent.  In  other  words,  if  there  is  a  shortage  of  coal  due  to  a 
strike,  the  Board  could  authorize  that  home  owners  be  deprived  in 
order  that  industry  shall  be  supplied. 

Mr.  Smith.  They  could.  Of  course,  that  would  be  anthracite, 
which  does  not  enter  into  the  defense  program  to  any  great  extent. 

The  Chairman.  Soft  coal  does. 

Mr.  Smith.  Soft  coal  does,  and  so  far  as  soft  coal  is  concerned,  we 
could  say  to  the  mines,  “To  the  extent  it  is  available,  you  have  to  ship 
that  coal  to  this  spot,  or  that  spot,  rather  than  somewhere  else.” 

The  Chairman.  Or  you  could  allocate  it,  even  if  there  wasn’t  a 
shortage. 

Mr.  Smith.  Yes. 

The  Chairman.  You  could  allocate  it  to  this  plant  or  that  plant. 

Mr.  Smith.  That  is  right. 

The  Chairman.  Instead  of  sending  it  to  a  textile  mill  that  might 
be  making  hosiery  or  overalls,  you  could  say,  “Send  this  to  a  manu¬ 
facturing  plant,”  which  might  be  making  guns. 

Mr.  Smith.  That  is  right. 

The  Chairman.  You  have  authority  over  anything  that  has  to  do 
with  national  defense — all  material. 

Mr.  Smith.  That  relates  to  national  defense. 

The  Chairman.  Every  material  has  some  bearing  on  national  de¬ 
fense.  You  could  hardly  say  that  any  material  is  devoid  of  national- 
defense  relation.  For  instance,  the  cotton  in  the  field  has  a  bearing 
on  the  national  defense,  in  that  it  furnishes  the  clothes  for  the  troops, 
and  is  used  in  ammunition,  so  it  has  some  worth.  Therefore,  every¬ 
thing  is  going  to  fall  under  allocation  and  priority  by  -the  provisions 
of  this  bill. 

Mr.  Smith.  Well,  I  think  everything  would  if  you  stretch  your 
definition  of  defense  that  far.  We  have  taken  the  position  that  only 
when  there  is  a  fairly  direct  defense  impact — we  have  not  stepped 
aside  into  foods  and  clothing  or  any  of  those  items.  We  have  got  our 
hands  so  full  with  the  others  that  I  don’t  believe  we  ever  could. 

The  Chairman.  But  there  is  power  enough  in  here  to  permit  that. 

Mr.  Smith.  There  is  power  enough  in  here,  if  it  can  be  determined 
that  a  material  is  important  to  the  defense  program.  If  a  shortage 
is  occurring,  then  you  could  deal  with  it  under  this  bill. 

Mr.  Bradley.  It  would  not  affect  coal  for  domestic  consumption, 
would  it? 
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Mr.  Smith.  No,  sir? 

The  Chairman.  Let  us  go  on  to  (C). 

(C)  subcontracts  or  suborders  which  the  President  shall  deem  necessary 
or  appropriate  to  the  fulfillment  of  any  contract  or  order  as  specified  in  this 
section. 

Mr.  Smith.  That  is  in  clarification.  The  original  bill  says  nothing 
about  subcontracts. 

The  Chairman.  You  mean  the  original  law. 

Mr.  Smith.  The  original  law,  yes,  as  it  now  stands. 

The  Chairman.  This  merely  extends  it  down,  and  it  may  even  go 
on  further;  it  may  go  down  three  or  four  degrees. 

Mr.  Smith.  We  have  been  interpreting  this  as  doing  that  under 
Army  and  Navy  contracts  only.  We  have  been  granting  mandatory 
certificates  for  all  the  supplies  that  flow  into  Army  and  Navy  con¬ 
tracts,  on  the  theory  that  the  present  law  gives  authority  for  it,  but, 
as  you  see,  it  needs  clarification,  and  also  when  you  add  those  other 
types  of  contracts,  you  need  clarification  for  those  as  well. 

The  Chairman.  All  right;  now - 

Deliveries  under  any  contract  or  order  specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other  contract  or  order.  Whenever  the 
President  is  satisfied  that  the  fulfillment  of  requirements  for  the  defense  of 
the  United  States  will  result  in  a  shortage  in  the  supply  of  any  material  for 
defense  or  for  private  account  or  for  export,  the  President  may  allocate  such 
material  in  such  manner  and  to  such  extent  as  he  shall  deem  necessary  or 
appropriate  in  the  public  interest  and  to  promote  the  national  defense.  The 
President  shall  be  entitled  to  obtain  such  information  from,  require  such  reports 
by,  and  make  such  inspection  of  the  premises  of,  any  person,  firm,  or  corpora¬ 
tion  as  may  be  necessary  or  appropriate,  in  his  discretion,  to  the  enforcement 
or  administration  of  the  provisions  of  this  section.  No  person,  firm,  or  corpo¬ 
ration  shall  be  held  liable  for  damages  or  penalties  for  any  default  under  any 
contract  or  order  which  shall  result  directly  or  indirectly  from  his  compliance 
with  any  rule,  regulation,  or  order  issued  under  this  section.  The  President 
may  exercise  any  power,  authority,  or  discretion  conferred  on  him  by  this 
section,  through  such  department,  agency,  or  officer  of  the  Government  as  he 
may  direct  and  in  conformity  with  any  rules  and  regulations  which  he  may 
prescribe. 

Mr.  Smith.  The  first  sentence  means  just  what  it  says,  and  it  is 
important  from  this  viewpoint.  Today  the  existing  authority  deals 
only  with  Army  and  Navy  contracts  and  it  only  permits  you  to  put 
them  ahead  of  private  contracts  and  export  contracts.  It  is  fre¬ 
quently  necessary  to  get  priority  for  Army  and  Navy  and  other 
contracts  over  some  other  public  agency  contract. 

The  Chairman.  And  the  law  originally  was  only  with  reference  to 
private  account  and  exports? 

Mr.  Smith.  That  is  right, _ — 

The  Chairman  ( reading)-: 

Whenever  the  President  of  the  United  States  is  satisfied  the  fulfillment  of 
requirements  for  the  defense  of  the  United  States  will  result  in  a  short¬ 
age  *  *  *. 

That  merely  means  if  the  President  makes  a  survey  and  finds  a 
shortage  of  material,  he  allocates  it  to  that  which  in  the  judgment 
of  the  Priorities  Division  is  the  most  important  use. 

Mr.  Smith.  That  is  right.  I  want  to  point  out  there  that  this 
extends  the  authority  we  feel  we  now  have,  namely,  to  deal  with 
those  shortages  as  they  occur,  but  very  often  that  is  too  late;  once 
the  shortage  becomes  acute  you  have  lost  your  horse  out  of  the  stable. 
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This  will  give  the  President,  or  whatever  agency  he  assigns  the 
power  to,  the  right  to  foresee  a  shortage  before  it  becomes  acute  and 
take  the  necessary  steps  to  prevent  it  from  becoming  acute.  That  is  a 
very  important  authority  that  we  badly  need  at  the  moment,  be¬ 
cause  as  the  impact  of  this  program  hits  us,  there  are  in  various 
fields  more  and  more  areas  where  you  can  see  on  the  horizon  a  short¬ 
age  that  has  not  become  acute  as  yet. 

The  Chairman  (reading)  : 

The  President  shall  be  entitled  to  obtain  such  information — 

That  is  a  rather  unusual  word,  isn't  it? 

information  from,  require  such  reports  by,  and  make  such  inspection  of  the 
premises  of  any  person,  firm,  or  corporation  as  may  be  necessary  or  appro¬ 
priate,  in  his  discretion,  to  the  enforcement  or  administration  of  the  provisions 
of  this  section. 

What  does  that  mean  ? 

Mr.  Smith.  That  means  this :  When  we  come  to  deal  with  the  whole 
problem  of  priorities,  it  is  impossible  to  know,  first,  the  effect  of 
what  we  are  doing  or,  second,  the  existing  status  of  supplies  and 
requirements  upon  which  to  act,  unless  we  have  that  information. 
The  information  lies  in  the  hands  of  industry  throughout  the  country. 
It  is  important  for  us  that  we  have  the  right  to  get  from  industry 
statements  as  to  what  their  production  capacities  are,  what  their 
expansion  programs  are,  what  inventories  they  have  on  hand,  and  then 
when  we  get  to  these  shortage  problems,  what  uses  are  being  made 
of  the  orders  they  are  filling  as  a  whole.  We  feel  that  it  is  important 
for  us  to  be  able  to  get  that  information  on  an  authoritative  basis 
at  any  time.  At  present  we  are  getting  a  great  deal  of  it,  but  at 
any  time  now  an  industry  can  say,  “No,  we  will  not  give  it  to  you,” 
and  we  cannot  point  to  any  authority. 

The  Chairman.  Even  with  this,  you  couldn’t  make  them,  could 
you? 

Mr.  Smith.  We  are  perfectly  satisfied  they  would  comply,  but  any 
court  would  issue  an  injunction. 

The  Chairman.  A  mandatory  decree? 

Mr.  Smith.  Yes. 

The  Chairman.  This  can  be  enforced  by  civil  process? 

Mr.  Smith.  Yes. 

The  Chairman.  Do  you  like  the  words  “shall  be  entitled  to”. 

Mr.  Smith.  Not  particularly.  “Hereby  authorized - 

The  Chairman.  “Shall  be  entitled  to  obtain  such  information  from, 
require  such  reports  by,  and  make  such  inspection  of.”  I  am  per¬ 
fectly  willing  to  leave  the  word  “entitled”  in  there. 

Mr.  Smith.  “He  shall  have  authority.” 

The  Chairman.  “The  President  shall  have  authority  to  obtain  such 
information.”  That  would  give  you  some  background,  which  “en¬ 
titled'’  will  not. 

Mr.  Bates.  Or  “The  President  is  hereby  authorized  *  * 

The  Chairman.  “The  President  is  hereby  authorized  *  * 

Mr.  Bradley.  Will  that  make  it  mandatory  on  them  to  give  it 
to  him?  Wouldn’t  it  be  better  if  you  would  say,  “Any  corporation, 
firm,  or  person  shall  furnish  to  the  President”  ? 
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Mr.  Smith.  Of  course  the  word  “entitled”  carries  with  it  authority 
to  force  them  to  give  it  to  him.  I  think  perhaps  you  are  right,  that 
the  amended  suggestion  might  not. 

The  Chairman.  “The  President  is  hereby  authorized  to  obtain 
such  information?” 

Mr.  Bradley.  You  might  go  further  and  say,  “That  any  person, 
firm,  or  corporation  shall  furnish  *  *  Then  I  think  you  will 

cover  it  completely,  both  with  respect  to  it  being  mandatory  on  the 
President  to  procure  it,  and  on  them  to  furnish  it. 

Mr.  Flaherty.  It  would  give  the  President  authority  to  get  the 
information,  but  this  entitles  him  to  it. 

Mr.  Bradley.  I  don’t  think  “entitled”  is  broad  enough. 

The  Chairman.  Do  you  think  you  could  enforce  that  provision  by 
mandatory  decree  ? 

Mr.  Smith.  Yes,  sir;  I  do. 

The  Chairman.  All  righfi;  we  will  leave  4  or  5  in;  you  are  the 
lawyer. 

No  person,  firm  or  corporation  shall  he  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result  directly  or 
indirectly  from  his  compliance  with  any  rule,  regulation,  or  order  issued 
under  this  section. 

That  means  if  a  man  has  got  a  contract  to  deliver  such  and  such 
material  and  on  account  of  a  priority  order  issued  by  the  O.  P.  M. 
or  the  critical  list  of  the  Navy  Department,  he  does  not  deliver,  they 
cannot  assess  damages  for  failure  to  deliver. 

Mr.  Smith.  That  is  right. 

Mr.  Bates.  Let  me  raise  this  hypothetical  situation.  Take  a  con¬ 
tractor  who  is  erecting  a  building,  with  a  completion  penalty,  and 
the  Government  steps  in  to  his  subcontractor  and  says,  “Here,  all 
this  heating  equipment  you  are  going  to  put  in  that  building,  or  the 
plumbing  material,  must  go  into  defense  work.”  Thus  depriving 
the  building  contractor  who,  as  I  said  was  under  a  completion  penalty 
clause.  What  happens  to  the  prime  contractor  in  that  respect? 

Mr.  Smith.  You  mean  the  other  prime  contractor? 

Mr.  Bates.  Yes,  the  contractor  who  has  a  contract  to  erect  the 
new  building,  with  a  completion  date  and  a  penalty  clause  in  the 
contract.  Wliat  happens  to  him  when  the  Government  steps  in  and 
takes  away  the  heating  equipment  and  the.  plumbing  equipment  that 
was  supposed  to  go  in  the  building,  which  was  already  contracted 
for,  again  under  a  completion  date  with  a  penalty  clause  with  the 
contractor  we  are  stopping  now  and  taking  this  material  from. 

Mr.  Smith.  I  think  this  would  cover  it,  Mr.  Bates. 

Mr.  Bates.  How  far  does  this  run  back  ? 

Mr.  Smith.  This  goes  back  to  any  default  which  results  from  a 
proper  priority  order  issued. 

Mr.  Bates.  It  may  run  back  4  or  5  degrees  in  private  industry? 

Mr.  Smith.  It  may  run  a  long  distance. 

The  Chairman.  And  we  are  already  trying  to  do  that,  by  order  of 
the  President  to  the  War  Department  and  Labor  Department,  with 
reference  to  contracts  that  must  be  delivered  within  a  certain  period 
of  time.  You  will  find  that  in  the  booklet  here. 

Let  there  be  printed  in  the  record  the  memorandum  by  Mr.  Smith. 
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The  memorandum  is  as  follows: 

Memorandum  Submitted  to  the  House  Naval  Affairs  Committee,  Monday, 

April  28,  1941 

By  tlie  Priorities  Division  of  the  Office  of  Production  Management  stating  the 

need  for  additional  legislation  to  clarify  the  priorities  power  and  suggesting  a 

statutory  provision 

The  only  express  statutory  authority  for  the  exercise  of  priority  powers  is 
contained  in  the  following  clause  appearing  in  section  2  ( a )  of  Public,  671, 
Seventy-sixth  Congress,  third  session. 

“*  *  *  and  deliveries  of  material  under  all  orders  placed  pursuant  to  the 

authority  of  this  section  and  all  other  naval  contracts  or  orders  and  all  Army 
contracts  and  orders  shall,  in  the  discretion  of  the  President,  take  priority  over  all 
deliveries  for  private  account  or  for  export.” 

i.  subcontracts 

Although  this  statutory  provision  refers  only  to  contracts  or  orders  of  the  Army 
and  Navy,  the  words  used  are  “under  *  *  *  all  *  *  *  contracts  or  orders 

*  *  The  granting  of  priorities  upon  Army  and  Navy  prime  contracts  call¬ 

ing  for  delivery  of  the  ultimate  military  or  naval  finished  product,  such  as  ships, 
airplanes,  tanks,  etc.,  is  only  partially  effective  because  in  most  instances  the 
important  point  at  which  to  obtain  the  preference  comes  down  the  line  in  the 
subcontracts  for  parts,  castings,  supplies,  and  materials  which  enter  into  the 
finished  product  and  which  are  obtained  by  the  prime  contractor  from  others. 
Usually  the  producer  of  the  finished  military  jiroduct  is  either  engaged  in  the 
manufacture  of  such  items  only,  or  his  contracts  are  of  such  size  that  the  requi¬ 
site  priority  is  easily  arranged,  whereas  the  subcontractor  of  parts  and  materials 
is  usually  engaged  in  ordinary  commercial  manufacture  and  to  obtain  priority  for 
items  entering  into  the  military  and  naval  orders,  requires  that  a  specific  prefer¬ 
ence  be  given  in  order  to  prefer  deliveries  over  the  orders  of  other  customers. 

Therefore,  it  is  reasonable  to  interpret  the  Congress  as  having  intended 
by  use  of  the  word  “under”  to  include  subcontracts. 

Such  subcontracts  may  reach  through  many  manufacturers  down  to  the 
producer  of  raw  materials  such  as  steel,  aluminum,  nickel,  zinc,  etc.,  and 
may  involve  an  extension  of  the  priority  rating  of  the  prime  contract  through 
a  line  of  a  dozen  subcontracts  down  to  the  raw  material. 

Although  this  interpretation  of  the  word  “under”  to  permit  the  extension 
of  preference  ratings  through  the  entire  line  of  subcontracts  to  the  raw  ma¬ 
terial  appears  proper  and  is  therefore  the  interpretation  which  has  been 
approved  by  counsel  for  the  Office  of  Production  Management,  it  would  seem 
wise  to  have  this  interpretation  definitely  confirmed  by  Congress  by  amplifica¬ 
tion  of  section  2  (a)  quoted  above. 

II.  NEED  FOR  MANDATORY  PRIORITIES  ON  OTHER  DEFENSE  CONTRACTS 

1.  British  and  other  foreign  contracts. — British  and  other  foreign  contracts 
which  by  national  policy  have  been  included  as  necessary  to  the  defense 
program  of  the  United  States  are  clearly  not  covered  by  section  2  (a)  above. 
However,  unless  such  contracts  are  to  be  postponed  in  all  cases  to  Army  and 
Navy  contracts,  it  is  necessary  that  they  be  given  priority  ratings  on  a  basis 
of  equality  with  Army  and  Navy  contracts.  In  the  case  of  important  military 
and  naval  items,  such  as  airplanes,  tanks,  guns,  etc.,  the  load  of  orders  for 
the  United  States  Army  and  Navy,  if  they  alone  have  priority  status,  would 
virtually  eliminate  British  and  other  foreign  contracts  for  these  items ;  the 
manufacturers  capable  of  producing  them  would  be  completely  preempted 
by  the  Army  and  Navy  contracts  as  a  result  of  preference  ratings  granted 
to  the  latter.  Hence,  in  order  to  comply  with  the  national  policy  of  obtaining 
military  and  naval  products  for  the  British,  the  Priorities  Division  has  of 
necessity  granted  preference  ratings  to  such  British  and  other  foreign  con¬ 
tracts  on  a  basis  of  equality  with  the  Army  and  Navy  contracts  of  the  United 
States.  However,  in  so  doing  they  have  not  been  able  to  issue  such  preference 
ratings  upon  a  mandatory  basis  but  merely  upon  a  voluntary  basis  of  consent 
and  cooperation. 
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<>  other  Government  contracts—  Government  agencies  other  than  the  War 
Department  or  Navy  Department  place  contracts  which  are  vital  to  the  defense 
program;  for  instance,  the  Coast  Guard,  Geodetic  Survey,  Maritime  Commis¬ 
sion,  Panama  Canal,  etc.  To  prevent  such  contracts  from  being  postponed  to 
the  entire  military  and  naval  program,  the  Priorities  Division  lias  of  necessity 
issued  preference  ratings  to  the  contracts  of  these  agencies  for  ships  and  othei 
equipment;  again  it  has  not  been  possible  to  issue  such  preference  ratings  on  a 
mandatory  basis  but  merely  on  the  basis  of  voluntary  cooperation. 

3  Contracts  to  expand  facilities ,  etc.— Further,  it  is  essential  to  the  defense 
program  in  many  instances  to  grant  preference  ratings  to  contracts  wnicli  are 
in  no  sense  military,  or  naval,  or  even  Government,  but  which  are  nevertheless 
of  prime  importance  to  the  defense  program ;  for  example,  to  obtain  equip¬ 
ment  for  an  expansion  of  the  production  facilities  for  materials  in  which  there 
is  a  shortage,  viz,  aluminum,  magnesium,  tin,  rubber,  etc. ;  or  for  additional 
power-producing  facilities.  Here  again  the  Priorities  Division  has  of  necessity 
issued  preference  ratings  in  order  that  such  important  items  in  the  defense 
program  should  not  be  postponed  to  the  entire  military  and  naval  program; 
and  such  preference  ratings  have  had  to  be  on  a  voluntary  basis. 

4.  Contracts  of  vital  civilian  importance. — Further,  it  may  often  be  necessary 
to  grant  priority  to  a  civilian  need  which  is  not  directly  connected  with  defense 
in  any  sense,  and  yet  is  essential  to  promote  the  defense  program ;  for  instance, 
the  mechanical  facilities  for  the  water  system  in  one  of  our  large  cities  are 
notoriously  old  and  in  need  of  renewal.  This  city  is  a  very  important  defense 
center.  If  by  change  a  serious  break-down  should  occur  in  these  facilities  it 
would  be  vital  to  obtain  nCw  machinery  quickly;  the  present  overloaded  con¬ 
dition  of  the  industries  producing  such  equipment  would  necessitate  the  granting 
of  high  priority  ratings  to  the  orders  for  such  machinery ;  if  this  were  not 
done,  the  delay  in  obtaining  it  as  a  result  of  other  defense  priorities  certificates 
already  outstanding  might  be  disastrous.  Here,  although  the  direct  defense 
is  not  involved,  the  granting  of  preference  certificates  may  become  essential. 
This  is  only  one  instance  of  this  type  of  need  which  may  arise;  it  is  im¬ 
possible  to  predict  or  define  the  types  of  equally  important  situations  that  may 
occur,  not  directly  related  to  defense. 

It  is  apparent  that  reliance  upon  preference  ratings  for  the  foregoing  four 
categories  on  a  basis  of  voluntary  cooperation  has  serious  dangers. 

At  any  time  a  manufacturer  can  refuse  to  honor  such  preference  rating 
certificates  and  prevent  the  fulfillment  of  contracts  which  are,  in  some  instances, 
as  important  to  defense  as  the  most  important  Army  and  Navy  contracts. 
Further,  this  need  happen,  in  all  probability,  only  once  to  bring  about  wide¬ 
spread  disregard  of  such  voluntary  certificates. 

There  is  another  serious  disadvantage  in  these  voluntary  preferences:  The 
manufacturer  who  recognizes  them  and  gives  priority  to  deliveries  under  them, 
runs  the  risk  of  damage  suits  by  any  and  all  private  customers  if  the 
deliveries  to  such  private  customers  under  contracts  and  orders  already  placed 
are  postponed  by  the  recognition  of  such  voluntary  preference  ratings.  To 
suggest  that  the  manufacturer  can  protect  himself  by  obtaining  the  consent 
of  each  private  customer  is  an  inadequate  answer,  since  such  private  custom¬ 
ers  may,  within  their  rights,  refuse  to  grant  such  consent.  Further,  when 
preference  ratings  are  issued  on  any  large  scale,  as  of  necessity  they  must  be 
for  British  orders  and  in  some  instances  for  other  Government  agencies  and 
civilian  orders,  it  is  difficult,  if  not  impossible,  for  the  manufacturer  in  all 
cases  to  obtain  such  consent  without  serious  delay. 

Thus,  the  issuance  of  such  voluntary  preference  ratings  places  an  unfair 
burden  upon  the  manufacturer  who  is  expected  to  recognize  them.  Each 
manufacturer  may  be  putting  his  head  in  a  noose  which  may  not  draw  tight 
until  6  years  hence  when  sued  for  damages  at  the  expiration  of  the  period  of 
the  statute  of  limitations. 


III.  SHORTAGE  OF  MATERIAL — ALLOCATION 

The  vast  extent  of  the  defense  program  has  led  inevitably  to  serious 
shortages  in  the  supply  of  certain  important  products  and  raw  materials; 
for  instance,  machine  tools,  cranes,  aluminum,  magnesium,  nickel,  zinc,  tung¬ 
sten,  etc. 

It  is  essential  in  such  instances  to  conserve  and  protect  the  supply  for 
defense  needs. 
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In  such  instances  the  priorities  system  based  solely  upon  the  granting  of 
preference  ratings  to  individual  contracts  has  been  found  inadequate  as  a 
method  of  conserving  the  supply.  Under  the  system  of  preference  ratings  for 
individual  contracts  the  seepage  of  the  preference  ratings  through  subcon¬ 
tracts  to  raw  materials  is  slow  and  ineffective. 

It  is  slow  because  of  the  necessity  for  the  gradual  subcontracting  through 
what  often  constitutes  a  long  chain  of  subcontractors.  This  lag  permits  the 
rapid  disappearance  of  great  quantities  of  the  short  material  into  nondefense 
and  often  least  important  uses,  frequently  for  excessive  inventory  hoarding. 

It  is  ineffective  because  in  many  cases  the  raw  material  cannot  be  traced 
directly  into  the  finished  product.  For  instance,  electric  motors  require  the 
use  of  materials  iu  which  there  is  a  shortage.  Electric  motors  in  many  cases 
are  standard  products  made  in  commercial  lines  and  stocked  for  delivery; 
yet  electric  motors  of  such  stock  kinds  are  used  in  large  quantities  in  the 
defense  program.  The  manufacturer  of  electric  motors,  when  he  manufactures 
them,  cannot  know  which  particular  motor  or  what  particular  part  of  his 
stock  of  motors  will  go  into  the  defense  program,  and  yet  a  very  substantial 
part  may  do  so  and  the  manufacture  of  electric  motors  is  as  important  to  the 
defense  program  for  that  reason  as  if  they  were  directly  ordered  by  the  Army 
or  Navy. 

This  same  difficulty  appears  in  a  myriad  of  products ;  for  instance,  small 
tools,  optical  instruments,  and  accessories  and  parts  of  all  kinds.  Although 
the  system  of  issuing  individual  preference  rating  certificates  cannot  reach 
the  raw  materials  for  this  type  of  product,  it  is  nevertheless  essential  that  the 
raw  materials  of  which  a  shortage  exists,  shall  be  directed  into  this  type 
of  product. 

Such  being  the  case,  the  Priorities  Division  has  found  it  necessary  where 
there  is  a  real  shortage  of  a  product  or  material  to  take  control  of  the  entire 
supply  of  such  product  or  material,  in  order  to  protect  the  further  needs  of 
the  defense  program.  This  it  has  done  by  the  issuance  of  blanket  preference 
ratings  directing  that  only  defense  orders,  direct  or  indirect,  be  filled  except  as 
fractions  of  the  supply  are  released. 

When  a  shortage  in  a  particular  material  or  product  occurs,  and  preference 
is  granted  for  defense  orders,  the  result  inevitably  is  a  shortage  in  the  supply 
for  civilian  needs,  For  instance,  in  aluminum  at  the  present  time  the  balance 
available  for  civilian  use,  even  if  we  assume  that  the  rate  of  production  will 
continue  without  interruption  by  sabotage,  strike,  or  other  stoppage,  is  only 
25  percent  of  the  normal  civilian  demand.  Where  this  situation  occurs  it  is 
essential  that  such  fractional  supply  be  carefully  allocated  to  those  civilian 
needs  which  are  most  important  in  the  maintenance  of  our  domestic  economy. 
If  the  distribution  of  such  fractional  supplies  is  left  without  control,  it  will  be 
grabbed  by  the  quickest  purchaser  or  the  largest  purse,  without  regard  to  the 
importance  of  such  purchaser’s  product  in  the  domestic  economy,  and,  further, 
such  scramble  for  the  available  material  leads  to  competitive  bidding  of  the 
price  into  extraordinary  price  rises. 

IV.  INTERPRETATION  OF  SECTION  2  (A) 

Upon  the  assumption  that  Congress  must  have  intended  section  2  (a), 
quoted  above,  to  give  effective  authority,  not  only  to  obtain  adequate  priority 
for  Army  and  Navy  orders,  but  also  to  deal  with  the  results  of  the  exercise 
of  such  power,  section  2  (a)  has  been  broadly  interpreted  by  counsel  for  the 
Office  of  Production  Management  and  by  the  Army  and  Navy.  It  has  been 
interpreted  not  only  to  permit  the  granting  of  preference  rating  certificates 
to  subcontractors  and  suborders  under  Army  and  Navy  contracts  or  orders  clear 
through  to  the  raw  materials,  but  also  as  follows : 

“If  the  fulfillment  of  Army  and  Navy  contracts  and  orders  requires  deliveries, 
present  and  prospective,  which  will  absorb  all  of  the  presently  available  sup¬ 
ply  of  any  given  material,  then  the  statute  warrants  ‘blanket’  orders  covering 
the  entire  supply  of  such  material  requiring  the  industry  to  fill  none  except 
Army  and  Navy  orders  except  as  released  for  other  purposes. 

“  If,  having  reserved  the  entire  current  supply  of  a  given  material  for  Army 
and  Navy  orders,  it  is  found  to  be  of  more  benefit  to  the  total  defense  program 
to  utilize  some  portion  of  such  material  for  selected  civilian  or  foreign  govern¬ 
ment  uses,  the  power  to  reserve  the  entire  supply  includes  the  power  to  re¬ 
lease,  by  specific  allocations  or  otherwise  such  portions  as  seem  necessary  for 
such  selected  more  important  uses.” 
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It  is  apparent  that  the  foregoing  requires  a  liberal  interpretation  of  section 
2  (a).  Nevertheless,  counsel  has  believed  that  this  interpretation  of  the  con¬ 
gressional  intent  is  warranted,  since  the  section  is  designed  to  protect  the 
national-defense  program  during  an  emergency  period.  '  — — 

However,  even  this  broad  interpretation  does  not  give  adequate  authority  to 
deal  with  the  problem  of  shortages.  The  interpretation  requires  that  the  short¬ 
age  already  exist  to  such  extent  that  the  presently  available  supply  is  all  required 
to  fill  present  and  prospective  Army  and  Navy  contracts.  It  is  of  the  utmost 
importance  that  steps  be  taken  to  conserve  the  supply  before  it  reaches  this 
point,  which,  in  turn,  requires  that  authority  be  given  to  deal  with  the  uses 
of  materials  as  soon  as  it  appears  definite  that  a  shortage  will  occur.  It  usually 
requires  many  weeks  before  a  plan  for  proper  conservation  of  the  supply  of  a 
material  can  be  actually  put  into  operation  after  it  appears  that  a  shortage  will 
occur,  and  if  there  is  no  authority  to  deal  with  the  situation  until  the  shortage 
lias  occurred,  then  during  the  ensuing  weeks  when  the  plan  is  taking  effect  much 
time  and  great  quantities  of  material  may  disappear  to  nonessential  uses,  exces¬ 
sive  inventories,  and  hoarding. 


v.  information 

To  deal  adequately  with  essential  materials  and  products  needed  for  defense  it 
is  essential  to  have  complete  data  regarding  the  supply  thereof  and  productive 
capacity  therefor,  and  the  requirements,  both  military  and  civilian,  for  such 
products  and  materials.  This  includes  knowledge  of  inventories  and  rates  of 
use  which  can  only  be  obtained  from  industry  itself. 

Further,  to  allocate  materials  in  which  a  shortage  exists  requires  complete 
knowledge  of  the  uses  to  which  the  customers  of  each  producer  will  make  of 
orders  to  be  filled.  The  foregoing  requires  authority  to  obtain  information  from 
industry  in  all  of  these  matters.  There  is  at  present  no  statutory  authority  to 
require  such  information  to  be  furnished  by  industry  either  under  section  2  (a) 
or  otherwise  in  connection  with  the  exercise  of  priorities. 


VI.  LIABILITY  FOR  COMPLIANCE  WITH  PRIORITY  RATINGS 

Orders  placed  by  the  armed  services  are  in  most  instances  not  compulsory,  but 
the  manufacturer  who  accepts  these  orders  knows  that  a  preference  rating  will 
usually  be  assigned  to  such  orders  the  moment  he  accepts  them.  He,  therefore, 
knows  in  accepting  such  orders  that  he  will  in  many  instances  be  required  to  post¬ 
pone  or  eliminate  deliveries  under  other  orders  from  civilian  customers  which 
are  already  on  his  books. 

If  such  manufacturer  is  sued  for  damages  by  one  of  such  other  customers  for 
default  under  such  customer’s  contract,  there  is  some  legal  doubt  whether  the 
manufacturer  can  plead  impossibility  of  performance,  since  he  has  accepted  the 
military  order  with  knowledge  that  it  will  require  such  default.  It  is  important 
to  give  clear  statutory  protection  to  all  manufacturers  who  comply  with  priority 
orders. 


VII.  PROPOSED  STATUTORY  PROVISION 

It  is  evident  from  the  foregoing  that  there  is  need  for  Congress  to  clarify  its 
intent  and  to  amplify  the  authority  given  by  this  meager  statutory  provision 
contained  in  section  2  (a)  of  Public,  No.  671,  which  forms  the  entire  basis  for 
the  establishment  of  priorities  for  the  defense  program. 

Therefore,  it  appears  necessary  to  enact  an  amendment  to  said  section  2  (a)  to 
clarify  and  amplify  the  priorities  authority  to  take  care  of  the  necessities  as 
indicated  in  the  foregoing  memorandum.  The  language  of  such  amendment 
should  adhere  to  that  used  in  section  2  ( a ) . 

The  purpose  of  such  amendment  is  sixfold : 

1.  To  permit  the  assignment  of  mandatory  priorities  to  contracts  or  orders 
of  any  foreign  government  which  the  President  brings  within  the  terms  of  the 
lease-lend  bill. 

2.  To  permit  the  assignment  of  mandatory  priorities  to  any  contract  or  order 
of  a  Government  agency  other  than  the  Army  or  Navy  or  of  private  industry 
which  is  of  vital  importance  to  the  defense  program. 
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3.  To  make  clear  that  mandatory  priorities  may  be  extended  to  subcontracts 
and  suborders  for  parts,  supplies,  and  materials  which  enter  directly  or  in¬ 
directly  into  the  fulfillment  of  the  prime  contracts  which  are  subject  to  manda¬ 
tory  priorities. 

4.  To  permit  control  of  the  distribution  of  those  products  and  materials  in 
which  shortages  appear  by  reason  of  the  impact  of  the  defense  program  and  to 
permit  tire  allocation  of  such  products  and  materials  to  defense  and  to  the  most 
important  civilian  needs  in  preference  to  less  important  uses. 

5.  To  permit  adequate  information  to  be  obtained  to  operate  tbe  priorities 
system. 

6.  To  protect  persons  complying  with  priority  orders  against  liability  for 
damages. 

The  Chairman.  What  is  the  pleasure  of  the  committee  with  ref¬ 
erence  to  the  bill  ? 

Mr.  Bates.  I  move  we  report  it. 

The  Chairman.  Without  objection,  the  bill  will  be  unanimously 
reported,  and  I  will  report  the  bill. 

(Whereupon  at  12:30  p.  nt.,  the  committee  adjourned,  subject  to 
the  call  of  its  chairman.) 
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No.  460 


77th  Congress  )  HOUSE  OF  REPRESENTATIVES 
1st  Session  f 


AMENDING  THE  ACT  APPROVED  JUNE  28,  1940,  ENTITLED  “AN 
ACT  TO  EXPEDITE  THE  NATIONAL  DEFENSE,  AND  FOR  OTHER 
PURPOSES,”  IN  ORDER  TO  EXTEND  THE  POWER  TO  ESTABLISH 
PRIORITIES  AND  ALLOCATE  MATERIAL 

SY  V '  r 


April  29,  1941. — Committed  to  the  Committee  of  the  Whole  House  on  the  state 


of  the  Union  and  ordered  to  be  printed 


Mr.  Vinson  of  Georgia,  from  the  Committee  on  Naval  Affairs, 
submitted  the  following 

REPORT 

[To  accompany  H.  R.  4534] 


The  Committee  on  Naval  Affairs,  to  whom  was  referred  the  bill 
(H.  R.  4534)  to  amend  the  act  approved  June  28,  1940,  entitled 
“An  act  to  expedite  the  national  defense,  and  for  other  purposes,” 
in  order  to  extend  the  power  to  establish  priorities  and  allocate  ma¬ 
terial,  having  considered  the  same,  report  favorably  thereon  without 
amendment  and  recommend  that  the  bill  do  pass. 

Outline  of  Priorities  System 

The  President  delegated  to  the  Office  of  Production  Management, 
by  Executive  Order  No.  8629,  dated  January  7,  1941,  his  authority  to 
establish  priorities  under  section  2  (a)  of  Public,  671  (76th  Cong., 
3d  sess.).  The  President,  in  the  Executive  order,  further  provided  for 
the  establishment  within  the  Office  of  Production  Management  of  a 
Division  of  Priorities,  in  charge  of  a  Director  of  Priorities,  and  there¬ 
after  E.  R.  Stettinius,  Jr.,  was  appointed  Director  of  Priorities  by  the 
Office  of  Production  Management,  with  the  approval  of  the  President. 

The  Office  of  Production  Management,  by  its  Regulation  No.  3, 
dated  March  7,  1941,  prescribed  the  duties  and  functions  of  the 
Director  of  Priorities  and  of  the  Priorities  Division  under  his  direction. 

Regulation  No.  3  of  the  Office  of  Production  Management,  which 
was  specifically  approved  by  the  President,  charges  the  Director  of 
Priorities  and  the  Priorities  Division  with  broad  responsibility  for  the 
establishment  of  a  priorities  system  to  bring  about  prompt  delivery  of 
defense  material  and  other  material  important  to  the  defense  program. 
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The  Director  of  Priorities,  acting  under  the  foregoing  authority, 
has  been  administering  the  priorities  system  in  cooperation  with  the 
armed  services. 

The  Army  and  Navy  Munitions  Board  (a  joint  body)  establishes  the 
order  of  importance  of  military  and  naval  needs  by  so-called  Directives. 
These  Directives  specify  the  schedule  of  ratings  to  be  applied  by  types 
of  contracts  for  military  and  naval  material. 

The  Army  and  Navy  Munitions  Board  also  specifies  a  Priorities 
Critical  List,  subject  to  the  approval  of  the  Director  of  Priorities, 
which  list  contains  some  200  items  to  which  the  ratings  may  be 
applied. 

The  Director  of  Priorities  issues  four  types  of  preference  rating 
certificates.  One  type  of  certificate  is  for  use  entirely  for  Army  and 
Navy  contracts,  and  subcontracts  for  fulfillment  thereof,  and  are 
mandatory  in  form.  These  are  assigned  to  specific  contracts  by  the 
field  officers  of  the  Army  and  Navy.  The  other  three  types  of 
certificates  are:  (1)  For  foreign  government  contracts,  (2)  for  con-  /i 
tracts  of  other  United  States  Government  agencies,  and  (3)  for  civilian  * 
contracts;  and  all  three  of  these  certificates  are  voluntary  in  form,  and 
in  most  instances  are  assigned  direct  by  the  Priorities  Division. 

The  priorities  system  is  operated  under  the  direct  authority  of  the 
Priorities  Division;  its  entire  operation,  however,  is  in  close  collabora¬ 
tion  with  the  armed  services  and  their  field  officers. 

It  has  been  found  essential  to  establish  priorities  for  the  contracts 
of  the  British  Empire  and  other  foreign  governments  whose  defense  is 
important  to  the  United  States,  and  to  contracts  of  other  Government 
agencies,  such  as  the  Maritime  Commission,  the  Coast  Guard,  and  the 
Panama  Canal,  which  are  likewise  vital  to  the  defense  program; 
and  further  to  some  civilian  contracts,  for  instance,  those  for  the  ex¬ 
pansion  of  the  production  of  essential  scarce  materials. 

Further,  where  the  shortage  of  scarce  materials  has  become  acute, 
it  has  been  found  necessary  to  deal  with  them  more  directly  than  can 
be  done  through  the  assignment  of  priority  ratings  to  contracts. 
Therefore,  where  acute  shortages  have  occurred  in  materials  such  as 
magnesium,  aluminum,  nickel,  zinc,  etc.,  general  orders  have  been 
issued  by  the  Director  of  Priorities,  directing  the  distribution  of  the 
supplies  of  these  materials;  first,  to  the  defense  program,  and,  second,  /I 
to  those  civilian  needs  most  important  to  the  national  economy,  'f 
subordinating  the  least  essential  needs  in  order  to  conserve  the 
supply. 

The  Priorities  Division,  for  the  proper  operation  of  an  adequate 
system  of  priorities,  needs  clarification  and  extension  of  the  statutory 
authority  which  is  now  derived  solely  from  said  section  2  (a)  of  Public, 

671,  for  the  reasons  hereinafter  specified. 

Need  for  Proposed  Legislation 

I.  MANDATORY  AUTHORITY 

The  only  mandatory  power  for  the  establishment  of  priorities  is 
derived  from  the  following  clause  in  section  2  (a)  of  Public,  671, 
Seventy-sixth  Congress,  third  session,  which  the  director  of  priorities 
is  authorized  to  exercise: 

*  *  *  deliveries  of  material  under  all  orders  placed  pursuant  to  the  au¬ 

thority  of  this  section  and  all  other  naval  contracts  or  orders  and  all  Army  con- 
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tracts  and  orders  shall,  in  the  discretion  of  the  President,  take  priority  over  all 
deliveries  for  private  account  or  for  export. 

Under  this  clause,  mandatory  priorities  can  only  be  invoked  for 
material  which  enters  into  Army  and  Navy  contracts. 

II.  NEED  FOR  MANDATORY  PRIORITIES  ON  OTHER  DEFENSE  CONTRACTS 

1.  British  and  other  foreign  contracts. — British  and  other  foreign 
contracts  which  by  national  policy  have  been  included  as  necessary 
to  the  defense  program  of  the  United  States  are  clearly  not  covered  by 
section  2  (a)  above.  However,  unless  such  contracts  are  to  be  post¬ 
poned  in  all  cases  to  Army  and  Navy  contracts,  it  is  necessary  that 
they  be  given  priority  ratings  on  a  basis  of  equality  with  Army  and 
Navy  contracts.  In  the  case  of  important  military  and  naval  items, 
such  as  airplanes,  tanks,  guns,  etc.,  the  load  of  orders  for  the  United 
States  Army  and  Navy,  if  they  alone  have  priority  status,  would  vir¬ 
tually  eliminate  British  and  other  foreign  contracts  for  these  items; 
the  manufacturers  capable  of  producing  them  would  be  completely 
preempted  by  the  Army  and  Navy  contracts  as  a  result  of  preference 
ratings  granted  to  the  latter.  Hence,  in  order  to  comply  with  the 
national  policy  of  obtaining  military  and  naval  products  for  the 
British,  the  Priorities  Division  has  of  necessity  granted  preference 
ratings  to  such  British  and  other  foreign  contracts  on  a  basis  of  equality 
with  the  Army  and  Navy  contracts  of  the  Hinted  States.  However, 
in  so  doing,  they  have  not  been  able  to  issue  such  preference  ratings 
upon  a  mandatory  basis  but  merely  upon  a  voluntary  basis  of  consent 
and  cooperation. 

Subparagraph  (A)  of  the  bill  will  give  the  right  to  establish  manda¬ 
tory  priorities  with  respect  to  such  foreign  contracts. 

2.  Other  contracts. — (a)  Government  departments  and  agencies. — 
Government  agencies  other  than  the  War  Department  or  Navy  De¬ 
partment  place  contracts  which  are  vital  to  the  defense  program;  for 
instance,  the  Coast  Guard,  Geodetic  Survey,  Maritime  Commission, 
Panama  Canal,  etc.  To  prevent  such  contracts  from  being  postponed 
to  the  entire  military  and  naval  program,  the  Priorities  Division  has 
of  necessity  issued  preference  ratings  to  the  contracts  of  these  agencies 
for  ships  and  other  equipment;  again  it  has  not  been  possible  to  issue 
such  preference  ratings  on  a  mandatory  basis  but  merely  on  the  basis 
of  voluntary  cooperation. 

( b )  To  expand  facilities,  etc. — Further,  it  is  essential  to  the  defense 
program  in  many  instances  to  grant  preference  ratings  to  contracts 
which  are  in  no  sense  military  or  navel  or  even  Government,  but  which 
are  nevertheless  of  prime  importance  to  the  defense  program;  for  ex¬ 
ample,  to  obtain  equipment  lor  an  expansion  of  the  production 
facilities  for  materials  in  which  there  is  a  shortage;  viz,  aluminum, 
magnesium,  tin,  rubber,  etc.;  or  for  additional  power-producing 
facilities.  Here  again  the  Priorities  Division  has  of  necessity  issued 
preference  ratings  in  order  that  such  important  items  in  the  defense 
program  should  not  be  postponed  to  the  entire  military  and  naval 
program;  and  such  preference  ratings  have  had  to  be  on  a  voluntary 
basis. 

(c)  Vital  civilian  'projects. — Further,  it  may  often  be  necessary  to 
grant  priority  to  a  civilian  need  which  is  not  directly  connected  with 
defense  in  any  sense,  and  yet  is  essential  to  promote  the  defense 
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program;  for  instance,  the  mechanical  facilities  for  the  water  system 
in  one  of  our  large  cities  are  notoriously  old  and  in  need  of  renewal. 
This  city  is  a  very  important  defense  center.  If  by  chance  a  serious 
break-down  should  occur  in  these  facilities  it  would  be  vital  to  obtain 
new  machinery  quickly;  the  present  overloaded  condition  of  the 
industries  producing  such  equipment  would  necessitate  the  granting  of 
high  priority  ratings  to  the  orders  for  such  machinery;  if  this  were  not 
done,  the  delay  in  obtaining  it  as  a  result  of  other  defense  priorities 
certificates  already  outstanding  might  be  disastrous.  Here,  although 
the  direct  defense  is  not  involved,  the  granting  of  preference  certificates 
may  become  essential.  This  is  only  one  instance  of  this  type  of  need 
which  may  arise;  it  is  impossible  to  predict  or  define  the  types  of 
equally  important  situations  that  may  occur,  not  directly  related  to 
defense. 

It  is  apparent  that  reliance  upon  preference  ratings  for  the  foregoing 
four  categories  on  a  basis  of  voluntary  cooperation  has  serious  dangers. 

At  any  time  a  manufacturer  can  refuse  to  honor  such  preference-  :fc 
rating  certificates  and  prevent  the  fulfillment  of  contracts  which  are,  ™ 
in  some  instances,  as  important  to  defense  as  the  most  important  Army 
and  Navy  contracts.  Further,  this  need  happen,  in  all  probability, 
only  once  to  bring  about  widespread  disregard  of  such  voluntary  cer¬ 
tificates. 

There  is  another  serious  disadvantage  in  these  voluntary  prefer¬ 
ences:  The  manufacturer  who  recognizes  them  and  gives  priority  to 
deliveries  under  them,  runs  the  risk  of  damage  suits  by  any  and  all 
private  customers  if  the  deliveries  to  such  private  customers  under 
contracts  and  orders  already  placed  are  postponed  by  the  recognition 
of  such  voluntary  preference  ratings.  To  suggest  that  the  manu¬ 
facturer  can  protect  himself  by  obtaining  the  consent  of  each  private 
customer  is  an  inadequate  answer,  since  such  private  customers  may, 
within  their  rights,  refuse  to  grant  such  consent.  Further,  when 
preference  ratings  are  issued  on  any  large  scale,  as  of  necessity  they 
must  be  for  British  orders  and  in  some  instances  for  other  Government 
agencies  and  civilian  orders,  it  is  difficult,  if  not  impossible,  for  the 
manufacturer  in  all  cases  to  obtain  such  consent  without  serious 
delay. 

Thus,  the  issuance  of  such  voluntary  preference  ratings  places  jj| 
an  unfair  burden  upon  the  manufacturer  who  is  expected  to  recognize  ™ 
them.  Each  manufacturer  may  be  putting  his  head  in  a  noose  which 
may  not  draw  tight  until  6  years  hence  when  sued  for  damages  at  the 
expiration  of  the  period  of  the  statute  of  limitations. 

Subparagraph  (B)  of  the  bill  will  give  authority  to  establish  manda¬ 
tory  priorities  with  respect  to  these  other  contracts  important  to  the 
defense  program. 

III.  SUBCONTRACTS 

The  above-quoted  provision  of  section  2  (a)  of  Public,  671,  has  been 
interpreted  to  cover,  not  only  the  end  products  which  are  ordered 
directly  by  the  services,  but  also  the  material  which  enters  into  those 
products  through  subcontracts.  Such  interpretation  needs  statutory 
clarification. 

Further,  such  right  to  grant  priority  to  subcontracts  should  apply 
not  only  to  Army  and  Navy  contracts  but  to  all  important  defense 
contracts  which  the  bill  will  bring  under  the  mandatory  authority. 

Subparagraph  (C)  of  the  bill  will  accomplish  this  purpose. 
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IV.  LIMITATION  UPON  THE  SUBORDINATION  OF  OTHER  CONTRACTS 

Section  2  (a)  permits  contracts  of  the  Army  or  Navy  to  be  placed 
ahead  of  contracts  for  private  account  or  for  export,  but  not  ahead  of 
those  of  other  Government  agencies.  It  is  essential  for  the  proper 
operation  of  a  priorities  system  that  this  limitation  be  removed  by 
statutory  enactment. 

The  bill  covers  this  point  by  the  sentence  on  page  2  thereof,  which 
reads  (lines  14  to  16,  inclusive): 

Deliveries  under  any  contract  or  order  specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other  contract  or  order. 

V.  SHORTAGES  OF  MATERIALS— INTERPRETATION  OF  SECTION  2  (a) - 

ALLOCATIONS 

Upon  the  understanding  that  Congress  intended  by  section  2  (a) 

>to  get  priority  for  the  needs  of  the  defense  program,  a  broad  interpre¬ 
tation  has  been  given  to  the  section.  Acting  upon  this  interpretation 
and  in  order  to  meet  the  necessities,  the  Director  of  Priorities  has 
exercised  industry-wide  priorities  control  over  the  supply  of  those 
materials  and  products  where  acute  shortages  have  occurred,  directing 
their  use  first  for  defense  needs  and  directing  the  distribution  of  any 
balances  according  to  broad  schedules  of  civilian  needs  in  order  of 
importance.  This  interpretation  of  the  section  should  have 

statutory  confirmation.  _ — _ _ _  _ 

i-H'Ti o i i s  s hdrtTTgcsm f  osse n  ti a  1  defense  materials  and  products  will 
continue  to  result  from  the  impact  of  the  defense  program.  It  is 
essential  where  these  impend,  that  the  supply  be  protected  in  advance 
for  defense  needs.  Steps  must  be  taken  to  conserve  the  supply 
before  the  shortages  become  acute.  This  requires  authority  to  allo¬ 
cate  the  supply  so  as  to  fill  the  defense  requirements  and  the  most 
essential  civilian  needs,  and  eliminate  the  unnecessary  uses,  in  order 
to  prevent  an  acute  shortage. 

Confirmation  of  the  right  to  deal  with  acute  shortages,  and  further 
to  conserve  the  supply  to  prevent  acute  shortages  will  be  covered  by 
the  sentence  in  the  bill  which  reads  (p.  2,  lines  16  to  22,  inclusive): 

(Whenever  the  President  is  satisfied  that  the  fulfillment  of  requirements  for  the 
fiefense  of  the  United  States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President  may  allocate  such 
material  in  such  manner  and  to  such  extent  as  he  shall  deem  necessary  or  appro¬ 
priate  in  the  public  interest  and  to  promote  the  national  defense. 


VI.  INFORMATION 

In  order  to  establish  and  operate  an  intelligent  priorities  system 
upon  the  scale  which  the  present  defense  program  necessitates,  we 
must  have  full  information  regarding  the  supplies  and  requirements 
of  materials,  productive  capacities,  inventories,  and  uses.  This 
information  must  be  obtained  from  industry.  There  is  at  present  no 
statutory  authority  to  require  such  information,  and  such  authority 
should  be  provided. 

Provision  is  made  in  the  bill  for  obtaining  such  information  by  the 
sentence  which  reads  (p.  2,  lines  22  to  25,  inclusive,  and  p.  3,  lines  1 
and  2): 

The  President  shall  be  entitled  to  obtain  such  information  from,  require  such 
reports  by,  and  make  such  inspection  of  the  premises  of,  any  person,  firm,  or 
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corporation  as  may  be  necessary  or  appropriate,  in  his  discretion,  to  the  enforce¬ 
ment  or  administration  of  the  provisions  of  this  section. 


VII.  LIABILITY  FOR  COMPLIANCE  WITH  PRIORITY  RATINGS 


Orders  placed  by  the  armed  services  are  in  most  instances  not 
compulsory  but  the  manufacturer  who  accepts  these  orders  knows 
that  a  preference  rating  will  usually  be  assigned  to  such  orders  the 
moment  he  accepts  them.  He  therefore  knows  in  accepting  such 
orders  that  he  will  in  many  instances  be  required  to  postpone  or 
eliminate  deliveries  under  other  orders  from  civilian  customers  which 
are  already  on  his  books. 

If  such  manufacturer  is  sued  for  damages  by  one  of  such  other 
customers  for  default  under  such  customer’s  contract,  there  is  some  legal 
doubt  whether  the  manufacturer  can  plead  impossibility  of  per¬ 
formance  since  he  has  accepted  the  military  order  with  knowledge 
that  it  will  require  such  default.  It  is  important  to  give  clear  statutory 
protection  to  all  manufacturers  who  comply  with  priority  orders.  / 
Such  statutory  protection  will  be  granted  by  the  bill  by  the  follow¬ 
ing  sentence  (p.  3,  lines  2  to  6,  inclusive): 


No  person,  firm,  or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result  directly  or  indirectly 
from  his  compliance  with  any  rule,  regulation,  or  order  issued  under  this  section. 


SUMMARY  OF  PURPOSES  OF  THE  BILL 


Therefore,  it  appears  necessary  to  enact  an  amendment  to  said 
section  2  (a)  to  clarify  and  amplify  the  priorities  authority  to  take 
care  of  the  necessities  as  indicated  in  the  foregoing  report.  The  lan¬ 
guage  of  such  amendment  should  adhere  to  that  used  in  section  2  (a). 

The  purpose  of  such  amendment  is  sixfold: 

1.  To  permit  the  assignment  of  mandatory  priorities  to  contracts 
or  orders  of  any  foreign  government  which  the  President  brings  within 
the  terms  of  the  lease-lend  bill. 

2.  To  permit  the  assignment  of  mandatory  priorities  to  any  con¬ 

tract  or  order  of  a  Government  agency  other  than  the  Army  or  Navy 
or  of  private  industry  which  is  of  vital  importance  to  the  defense 
program.  / 

3.  To  make  clear  that  mandatory  priorities  may  be  extended  to* 
subcontracts  and  suborders  for  parts,  supplies,  and  materials  which 
enter  directly  or  indirectly  into  the  fulfillment  of  the  prime  contracts 
which  are  subject  to  mandatory  priorities. 

4.  To  permit  control  of  the  distribution  of  those  products  and 
materials  in  which  shortages  appear  by  reason  of  the  impact  of  the 
defense  program  and  to  permit  the  allocation  of  such  products  and 
materials  to  defense  and  to  the  most  important  civilian  needs  in 
preference  to  less  important  uses. 

5.  To  permit  adequate  information  to  be  obtained  to  operate  the 
priorities  system. 

6.  To  protect  persons  complying  with  priority  orders  against 
liability  for  damages. 

This  bill  has  the  unanimous  recommendation  of  the  committee. 

The  following  letter  from  Messrs.  William  S.  Knudsen  and  Sidney 
Hillman,  respectively  Director  General  and  Associate  Director  Gen¬ 
eral  of  the  Office  of  Production  Management,  to  the  chairman  of 
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the  Committee  on  Naval  Affairs  of  the  House  of  Representatives, 
recommending  this  legislation,  and  advising  of  the  approval  of  the 
Secretary  of  War  and  the  Secretary  of  the  Navy  thereof,  was  referred 
to  this  committee  for  consideration  and  should  be  made  a  part  of 
this  report: 

April  23,  1941. 

The  Honorable  Carl  Vinson, 

House  of  Representatives, 

Washington,  D.  C. 

Dear  Mr.  Vinson:  On  behalf  of  the  Office  of  Production  Management,  there  is 
enclosed  herewith  the  draft  of  a  statutory  provision  to  clarify  and  amplify  the 
priorities  power  under  the  clause  in  section  2  (a)  of  Public,  671,  Seventy-sixth 
Congress,  third  session,  together  with  a  memorandum  describing  the  need  for  such 
additional  legislation. 

We  understand  that  you  introduced,  the  original  bill  which  was  enacted  as 
Public,  671,  containing  said  section  2  (a).  Therefore,  after  consultation  with 
Mr.  William  W.  Dulles,  Special  Assistant  to  the  Secretary  of  the  Navy,  we  felt  it 
appropriate  to  submit  the  enclosed  statutory  provision  to  you. 

The  sole  priorities  power  at  present  derives  from  said  section  2  (a),  except  for 
pecial  priorities  powers  vested  in  particular  agencies  over  the  industries  which 
all  within  their  jurisdiction,  such  as  the  Maritime  Commission,  Power  Com¬ 
mission,  and  Interstate  Commerce  Commission. 

As  indicated  by  the  attached  memorandum,  the  priorities  power  authorized 
by  said  section  2  (a)  needs  amplification  and  clarification  to  permit  the  estab¬ 
lishment  of  an  adequate  priorities  system,  and  the  necessary  control  of  materials 
in  which  shortages  occur  as  a  result  of  the  impact  of  the  defense  program  upon 
our  national  economy. 

The  attached  memorandum  describes  the  particular  points  which  need  ampli¬ 
fication  and  clarification,  citing  examples  of  the  essential  need  therefor. 

Without  such  amplification  and  clarification  of  said  section  2  (a),  the  Priorities 
Division  of  the  Office  of  Production  Management  cannot  adequately  deal  with 
the  needs  of  national  defense. 

The  proposed  statutory  provision  has  not  been  drafted  in  the  form  of  a  separate 
bill,  in  the  belief  that  it  can  be  appropriately  added  as  an  additional  provision  to 
a  naval  or  military  bill.  However,  it  can,  without  difficulty,  be  converted  into  a 
separate  bill  if  that  appears  more  appropriate. 

The  suggested  amendment  will  not  result  in  any  direct  expenditure  of  funds 
and  no  special  appropriation  will  be  required  to  make  it  effective. 

In  view  of  the  serious  need  for  this  legislation  and  the  necessity  for  speed  in 
the  defense  program,  the  Office  of  Production  Management  urgently  recommends 
expeditious  action. 

Very  truly  yours, 

William  S.  Knudsen, 

Director  General. 
Sidney  Hillman, 

Associate  Director  General. 

In  compliance  with  clause  2a  of  rule  XIII  of  the  Rules  of  the  House  of 
Representatives,  there  is  herewith  printed  in  parallel  columns  (1) 
the  text  of  provisions  of  existing  laws  which  would  be  amended  by  the 
various  provisions  of  the  bill. 


EXISTING  LAW 
[Pubmc— No.  671 — 76th  Congress] 


THE  BILL 


Section  2.  (a~>  That  whenever 

deemed  by  the  President  of  the  United 
.  States  to  be  in  the  best  interests  of  the 
national  defense  during  the  national 
emergency  declared  by  the  President 
on  September  8,  1939,  to  exist,  the 
:  Secretary  of  the  Navy  is  hereby  author¬ 
ized  to  negotiate  contracts  for  the 
acquisition,  construction,  repair,  or 
^alteration  of  complete  naval  vessels  or 


That  section  2  of  the  Act  approved 
June  28,  1940  (Public,  Numbered  671, 
Seventy-sixth  Congress),  as  amended,  is 
amended  by  inserting  “(1)”  after  “Sec. 
2  (a)”  and  by  adding  at  the  end  of 
subsection  (a)  thereof  the  following: 

“(2)  Deliveries  of  material  to  which 
priority  may  be  assigned  pursuant  to 
paragraph  (1)  shall  include,  in  addition 
to  deliveries  of  material  under  contracts 
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EXISTING  LAW  THE  BILL 


aircraft,  or  any  portion  thereof,  includ¬ 
ing  plans,  spare  parts,  and  equipment 
therefor,  that  have  been  or  may  be 
authorized,  and  also  for  machine  tools 
and  other  similar  equipment  with  or 
without  advertising  or  competitive 
bidding  upon  determination  that  the 
price  is  fair  and  reasonable,  and  de¬ 
liveries  of  material  under  all  orders 
placed  pursuant  to  the  authority  of  this 
section  and  all  other  naval  contracts  or 
orders  and  all  Army  contracts  and  orders 
shall,  in  the  discretion  of  the  President, 
take  priority  over  all  deliveries  for 
private  account  or  for  export:  Provided, 
That  the  Secretary  of  the  Navy  shall 
report  every  three  months  to  the 
Congress  the  contracts  entered  into 
under  the  authority  of  this  section: 
Provided  further,  That  contracts  nego¬ 
tiated  pursuant  to  the  provisions  of  this 
section  shall  not  be  deemed  to  be  con¬ 
tracts  for  the  purchase  of  such  materials, 
supplies,  articles,  or  equipment  as  may 
usually  be  bought  in  the  open  market 
within  the  meaning  of  section  9  of  the 
Act  entitled  “An  Act  to  provide  condi¬ 
tions  for  the  purchase  of  supplies  and 
the  making  of  contracts  by  the  United 
States,  and  for  other  purposes”,  ap¬ 
proved  June  30,  1936  (49  Stat.  2036; 
U.  S.  C„  Supp.  V,  title  41,  Secs.  35-45): 
Provided  further,  That  nothing  herein 
contained  shall  relieve  a  bidder  or  con¬ 
tractor  of  the  obligation  to  furnish  the 
bonds  under  the  requirements  of  the 
Act  of  August  24,  1935  (49  Stat.  793; 
40  U.  S.  C.  270  (a)  to  (d)):  Provided 
further,  That  the  cost-plus-a-percent- 
age-of-cost  system  of  contracting  shall 
not  be  used  under  the  authority  granted 
by  this  subsection  to  negotiate  con¬ 
tracts;  but  this  proviso  shall  not  be 
construed  to  prohibit  the  use  of  the 
cost-plus-a-fixed-fee  form  of  contract 
when  such  use  is  deemed  necessary  by 
the  Secretary  of  the  Navy:  And  pro¬ 
vided  further,  That  the  fixed  fee  to  be 
paid  the  contractor  as  a  result  of  any 
contract  entered  into  under  the  author¬ 
ity  of  this  subsection,  or  any  War 
Department  contract  entered  into  in  the 
form  of  cost-plus-a-fixed-fee,  shall  not 
exceed  7  per  centum  of  the  estimated 
cost  of  the  contract  (exclusive  of  the 
fee  as  determined  by  the  Secretar}^  of 
the  Navy  or  the  Secretary  of  War,  as  the 
case  may  be). 


or  orders  of  the  Army  or  Navy,  deliv¬ 
eries  of  material  under — 

“(A)  contracts  or  orders  for  the 
Government  of  any  country  whose 
defense  the  President  deems  vital  to 
the  defense  of  the  United  States  under 
the  terms  of  the  Act  of  March  11, 
1941,  entitled  ‘An  Act  to  promote 
the  defense  of  the  United  States’; 

“(B)  contracts  or  orders  which  the 
President  shall  deem  necessary  or 
appropriate  to  promote  the  defense  of 
the  United  States;  and 

“(C)  subcontracts  or  suborders 
which  the  President  shall  deem  neces¬ 
sary  or  appropriate  to  the  fulfillment 
of  any  contract  or  order  as  specified 
in  this  section. 

Deliveries  under  any  contract  or  orden 
specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other 
contract  or  order.  Whenever  the  Presi¬ 
dent  is  satisfied  that  the  fulfillment  of 
requirements  for  the  defense  of  the 
United  States  will  result  in  a  shortage 
in  the  supply  of  any  material  for  defense 
or  for  private  account  or  for  export,  the 
President  may  allocate  such  material  in 
such  manner  and  to  such  extent  as  he 
shall  deem  necessary  or  appropriate  in 
the  public  interest  and  to  promote  the 
national  defense.  The  President  shall 
be  entitled  to  obtain  such  information 
from,  require  such  reports  by,  and  make 
such  inspection  of  the  premises  of  any 
person,  firm,  or  corporation  as  may  be 
necessary  or  appropriate,  in  his  discre¬ 
tion  to  the  enforcement  or  administra¬ 
tion  of  the  provisions  of  this  section. 
No  person,  firm,  or  corporation  shall  be 
held  liable  for  damages  or  penalties  for 
any  default  under  any  contract  or  order 
which  shall  result  directly  or  indirectlyi 
from  his  compliance  with  any  rule* 
regulation,  or  order  issued  under  this 
section.  The  President  may  exercise 
any  power,  authority,  or  discretion  con¬ 
ferred  on  him  by  this  section,  through 
such  department,  agency,  or  officer  of 
the  Government  as  he  may  direct  and  in 
conformity  with  any  rules  and  regula¬ 
tions  which  he  may  prescribe.” 
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H.  R.  4534 

[Report  No.  460] 


IN  THE  HOUSE  OF  REPRESENT 

April  25, 1941 

Mr.  Vinson  of  Georgia  introduced  the  following  bill;  which  was  referred 
to  the  Committee  on  Naval  Affairs 

April  29, 1941 

Committed  to  the  Committee  of  the  Whole  House  on  the  state  of  the  Union 

and  ordered  to  be  printed 


A  BILL 

To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act 
to  expedite  the  national  defense,  and  for  other  purposes”, 
in  order  to  extend  the  power  to  establish  priorities  and  allo¬ 
cate  material. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  2  of  the  Act  approved  June  28,  1940  (Public, 

4  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is 

5  amended  by  inserting  “(1)”  after  “Sec.  2.  (a)“  and  by 

6  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

7  “(2)  Deliveries  of  material  to  which  priority  may  be 

8  assigned  pursuant  to  paragraph  ( 1 )  shall  include,  in  addition 
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to  deliveries  of  material  under  contracts  or  orders  of  the  Army 
or  Navy,  deliveries  of  material  under — 

“  (A)  contracts  or  orders  for  the  Government  of  any 
country  whose  defense  the  President  deems  vital  to  the 
defense  of  the  United  States  under  the  terms  of  the  Act 
of  March  11,  1941,  entitled  ‘An  Act  to  promote  the 
defense  of  the  United  States’; 

“  (B)  contracts  or  orders  which  the  President  shall 
deem  necessary  or  appropriate  to  promote  the  defense  of 
the  United  States;  and 

“(C)  subcontracts  or  suborders  which  the  President 
shall  deem  necessary  or  appropriate  to  the  fulfillment  of 
any  contract  or  order  as  specified  in  this  section. 
Deliveries  under  any  contract  or  order  specified  in  this  sec¬ 
tion  may  be  assigned  priority  over  deliveries  under  any  other 
contract  or  order.  Whenever  the  President  is  satisfied  that 
the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President 
may  allocate  such  material  in  such  manner  and  to  such 
extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President 
shall  be  entitled  to  obtain  such  information  from,  require 
such  reports  by,  and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may  be  necessaiy  or 
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1  appropriate,  in  bis  discretion,  to  the  enforcement  or  admin- 

2  istration  of  the  provisions  of  this  section.  No  person,  firm, 

3  or  corporation  shall  be  held  liable  for  damages  or  penalties 

4  for  any  default  under  any  contract  or  order  which  shall  result 

5  directly  or  indirectly  from  his  compliance  with  any  rule, 

6  regulation,  or  order  issued  under  this  section.  The  President 

7  may  exercise  any  power,  authority,  or  discretion  conferred 

8  on  him  by  this  section,  through  such  department,  agency,  or 

9  officer  of  the  Government  as  he  may  direct  and  in  conformity 
10  with  any  rules  and  regulations  which  he  may  prescribe.” 
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H.  RES.  1 89 


IN  TIIE  HOUSE  OF  KEPRESENTATIVES 

April  29, 1941 

Mr.  V  inson  of  Georgia  submitted  the  following  resolution ;  which  was  referred 

to  the  Committee  on  Rules 


RESOLUTION 

1  Resolved,  That  immediately  upon  the  adoption  of  this 

2  resolution  it  shall  be  in  order  to  move  that  the  House  resolve 

3  itself  into  the  Committee  of  the  Whole  House  on  the  state 

4  of  the  Union  for  the  consideration  of  H.  R.  4534,  a  bill  to 

5  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act 

6  to  expedite  the  national  defense,  and  for  other  purposes”, 

7  in  order  to  extend  the  power  to  establish  priorities  and  allo- 

8  cate  material.  That  after  general  debate,  which  shall  be 

9  confined  to  the  bill  and  shall  continue  not  to  exceed  one 

10  hour,  to  be  equally  divided  and  controlled  by  the  chairman 

11  and  ranking  minority  member  of  the  Committee  on  Naval 

12  Affairs,  the  bill  shall  be  read  for  amendment  under  the  five- 


2 


j  minute  rule.  At  the  conclusion  of  the  reading  of  the  bill  for 

2  amendment  the  Committee  shall  rise  and  report  the  same  to 

3  the  House  with  such  amendments  as  may  have  been  adopted, 

4  and  the  previous  question  shall  he  considered  as  ordered  on 

5  the  bill  and  amendments  thereto  to  final  passage  without 

6  intervening  motion  except  one  motion  to  recommit. 


77th  Congress  )  HOUSE  OF  REPRESENTATIVES 
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Report 
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CONSIDERATION  OF  H.  R.  4534 


May  2,  1941. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Sabath,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  189] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  189,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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j  minute  rule.  At  the  conclusion  of  the  reading  of  the  bill  for 

2  amendment  the  Committee  shall  rise  and  report  the  same  to 

3  the  House  with  such  amendments  as  may  have  been  adopted, 

4  and  the  previous  question  shall  he  considered  as  ordered  on 

5  the  hill  and  amendments  thereto  to  final  passage  without 

6  intervening  motion  except  one  motion  to  recommit. 
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Mr.  TABER.  Mr.  Speaker,  about  a 
eek  ago  the  Secretary  of  the  Treasury 
sii§gested  to  the  Ways  and  Means  Com¬ 
mittee  that  the  pressure  might  be  taken 
off  oL  some  of  the  tax  situation  if  we 
had  a  Httle  bit  of  the  spirit  of  economy. 
He  stated  that  we  might  save  $1,000,- 
000,000  if  we  went  at  it  right.  I  believe 
that  if  we  went  at  it  right  and  cut  down 
the  things  that  could  be  cut  down  with¬ 
out  a  bit  of  hurt  to  the  people  of  the 
United  States,  but  to  their  everlasting 
benefit,  we  could  save  $2,000,000,000.  I 
am  going  to  take  a  little  more  time  in 
going  into  this  pretty  thoroughly  in  the 
course  of  the  next  day  or  two,  but  I  think 
this  is  an  item  that  should  have  the 
prime  attention  of  this  Congress.  [Ap¬ 
plause.] 

EXTENSION  OF  REMARKS 

Mr.  KEEFE.  Mr.  Speaker* 1,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include 
therein  an  editorial  published  under  date 
of  Saturday,  May  3,  in  the  Sheboyg"^ 
(Wis.)  Press,  in  reference  to  the  St.  Law\ 
rence  seaway,  entitled  “Let  the  Cat  Out 
of  the  Bag.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Wisconsin? 

There  was  no  objection. 

CIVILIAN  CONSERVATION  CORPS 

Mr.  KEEFE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  I  may  be  per¬ 
mitted  to  proceed  for  1  minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Wisconsin? 

There  was  no  objection. 

Mr.  KEEFE.  Mr.  Speaker,  supple¬ 
menting  the  remarks  just  made  by  the 
gentleman  from  New  York  [Mr.  Taber], 
may  I  call  attention  at  this  time  to  a 
matter  that  recently  came  to  my  obser¬ 
vation  as  a  member  of  the  Committee  on 
Appropriations?  The  Civilian  Conser¬ 
vation  Corps,  which  we  all  believe  in, 
came  before  the  committee  recently  ask¬ 
ing  for  an  appropriation  based  on  an 
enrollment  for  the  fiscal  year  1942  of 
259,000  junior  enrollees.  Upon  cross- 
examination  of  the  head  of  that  organi¬ 
zation,  it  was  disclosed  that  by  no  stretch 
of  the  imagination  does  the  Civilian  Con¬ 
servation  Corps  expect  they  will  be  able 
to  enroll  more  than  200,000  junior  en¬ 
rollees.  As  a  matter  of  fact,  the  evidence 
discloses,  to  my  judgment,  that  they  will 
be  fortunate  if  they  are  able  to  enroll 
175,000.  There  is  one  item  where  there 
can  be  a  cut  of  at  least  $75,000,000  with¬ 
out  doing  any  damage  whatsoever  to  the 
Civilian  Conservation  Corps  and  its  ac¬ 
tivities. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  from  Wisconsin  has  expired. 

EXTENSION  OF  REMARKS 

Mr.  MARC  ANTONIO.  Mr.  Speaker,  I 
ask  unanim^s  consent  to  extend  my  re¬ 
marks  in  the  Appendix,  and  include  an 
open  letter  to  the  Congress  signed  by  53 
prominent  Americans. 

SPEAKER.  Is  there  objection? 
There  was  no  objection. 

Ir.  LUDLOW.  Mr.  Speaker,  I  ask 
lanimous  consent  to  extend  my  re¬ 
marks  and  include  an  address  by  Harold 
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M.  Graves,  Assistant  Secretary  of  the 
Treasury,  in  reference  to  the  sale  of  Gov¬ 
ernment  securities. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

LEAVE  TO  ADDRESS  THE  HOUSE 

Mr.  CRAWFORD.  Mr.  Speaker,  I  ask 
unanimous  consent  that  today,  after  the 
disposition  of  the  legislative  business  and 
other  special  orders  heretofore  made,  I 
may  address  the  House  for  25  minutes. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

THE  AUTOMOTIVE  INDUSTRY 

Mr.  RABAUT.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  RABAUT.  Mr.  Speaker,  2  weeks 
ago  it  was  my  privilege  to  be  present 
when  they  launched  an  army  tank  at 
the  great  new  Chrysler  plant  on  the  out¬ 
skirts  of  Detroit,  and  to  the  astonish¬ 
ment  of  the  officials  of  the  Army  present, 
a  second  tank  was  rolled  out  for  inspec- 
;ion.  That  tank  plowed  its  way  through 
buildings  with  unbelievable  ease,  took 
telephone  poles  down  in  its  track,  find 
plowed  through  a  forest  that  had  been 
left  standing  there  on  the  original  farm 
property,  which  was  a  cow  pasture  just 
last  November.  Yesterday,  to  the  be¬ 
wilderment  of  many  we  learned  of  the 
statement  presented  by  Leon  Henderson, 
Administrator  of  the  Office  of  Price  Ad¬ 
ministration  and  Civilian  Supply,  before 
the  House  WayS  and  Means  Committee 
wherein  the  proposal  was  made  to  raise 
the  tax  upon  autoirtcbiles  from  3*4  per¬ 
cent  to  20  percent  or  hrore  with  coverage, 
mind  you,  extended  to  u^ed  cars. 

Perhaps  it 
make  known  the  fact  that  most  motorists 
earn  less  than  $30  a  week  but  they  are 
already  taxed  as  though  they.,  were  mil¬ 
lionaires. 

Secondly,  the  automobile  industry 
showed  its  greatest  determination  at  the 
lowest  ebb  of  the  depression. 

Thirdly,  it  was  one  of  the  few  indus¬ 
tries  of  the  country  ready  to  take  on  the 
war  program. 

And  last  but  not  least,  it  is  among  the 
foremost  in  the  purchase  of  farm  com¬ 
modities. 

It  was  Secretary  of  Commerce  Roper 
who  told  me  during  his  tenure  of  office 
that  if  we  could  find  another  industry 
that  would  so  take  hold  of  the  American 
people  as  has  the  automobile  industry,  a 
depression  would  be  unknown  in  this  Na¬ 
tion  for  the  next  50  years.  Is  it  now  to 
be  dealt  the  body  blow  from  the  taxing 
organ  of  this  Congress  because  this  sug¬ 
gestion  has  been  made?  Personally,  I 
feel  the  Congress  will  be  most  solicitous 
and  careful  not  to  kill  the  goose  that  lays 
the  golden  eggs. 

May  I  refer,  particularly  those  of  you 
from  agricultural  districts,  to  my  re¬ 
marks  in  the  Congressional  Record  of 
the  first  session  of  the  Seventy-sixth  Con¬ 
gress,  on  page  5833,  wherein  the  benefits^ 
of  the  automobile  industry  to  the  vari¬ 
ous  sections  of  the  country  are  enumer¬ 
ated.  One-seventh  of  all  the  workers  in 
the  United  States  are  employed  in  this 
industry;  over  4,000,000  are  employed  in 
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truck  transport  alone;  ribbons  of  con/ 
crete,  the  great  stop-and-go  signal  sys¬ 
tem  of  the  Nation,  the  good  roads  to  mar¬ 
ket,  and  countless  other  innovations  are 
the  result  of  the  geniuses  and  the  artisans 
in  the  automobile  trade.  / 

This  is  a  subject  worthy  of  great  study 
by  this  distinguished  body. 

extension  of  remarks 

Mr.  LEWIS.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  extend  my  remarks  in 
the  Appendix  of  the  Record  by  the  in¬ 
clusion  of  a  statement  by  Mr.  R.  J.  Tip- 
ton,  an  eminent  engineer,  made  before 
the  Committee  on  Appropriations. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  LAMBERTSON.  Mr.  Speaker,  I 
ask  unanimous  consent  to  extend  my  own 
remarks  in  the  Record. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  SHANLEY.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Appendix  by  including  an 
article  by  Mr.  Simon  T.  Lake  on  under¬ 
water  carriers. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  SHANLEY.  Also,  Mr.  Speaker,  I 
ask  unanimous  consent  to  extend  my 
remarks  by  including  an  article  about 
the  pan-American  nations  and  idle  for¬ 
eign  ships. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection, _ _ 

granting  of  priorities 

Mr.  SABATH.  Mr.  Speaker,  I  call  up 
House  Resolution  189,  which  I  send  to  the 
desk  and  ask  to  have  read. 

The  Clerk  read  as  follows: 

House  Resolution  189 

Resolved,  That  immediately  upon  the  adop¬ 
tion  of  this  resolution  it  shall  be  in  order  to 
move  that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the  stato 
of  the  Union  for  the  consideration  of  H.  R. 
4534,  a  bill  to  amend  the  act  approved  June 
28,  1940,  entitled  “An  act  to  expedite  the 
national  defense,  and  for  other  purposes,”  in 
order  to  extend  the  power  to  establish  pri¬ 
orities  and  allocate  material.  That  after  gen¬ 
eral  debate,  which  shall  be  confined  to  the  bill 
and  shall  continue  not  to  exceed  1  hour,  to 
be  equally  divided  and  controlled  by  tha 
chairman  and  ranking  minority  member  of 
the  Committee  on  Naval  Affairs,  the  bill  shail 
be  read  for  amendment  under  the  5-minuta 
rule.  At  the  conclusion  of  the  reading  of 
the  bill  for  amendment  the  Committee  shall 
rise  and  report  the  same  to  the  House  with 
such  amendments  as  may  have  been  adopted, 
and  the  previous  question  shall  be  considered 
as  ordered  on  the  bill  and  amendments  thereto 
to  final  passage  without  intervening  motion 
except  one  motion  to  recommit. 

Mr.  SABATH.  Mr.  Speaker,  I  yield  30 
minutes  to  the  gentleman  from  Michigan 
[Mr.  MichenerL 

I  shall  not  take  more  than  a  few  mo¬ 
ments.  This  rule  makes  in  order  H.  R. 
4534,  to  amend  the  act  approved  June  28, 
1940,  entitled  “An  act  to  expedite  the 
national  defense,  and  for  other  purposes,” 
in  order  to  extend  the  power  to  establish 
priorities  and  allocate  material.  It  is  the 
so-called  priorities  bill. 

During  the  last  session  of  the  Congress, 
in  1940,  we  passed  a  bill  giving  priority 
to  Army  and  Navy  material  necessities; 
but,  unfortunately,  the  bill  was  not  broad 
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enough.  Consequently  the  Committee  on 
Naval  Affairs,  by  unanimous  vote,  upon 
the  recommendation  of  the  various  de¬ 
partments  concerned,  has  reported  H.  R. 
4534,  which  obviates  the  deficiencies  of 
existing  legislation.  This  rule  that  would 
make  H.  R.  4534  in  order  provides  for  1 
hour  of  general  debate,  after  which  the 
bill  would  be  taken  up  under  the  5-minute 
lule. 

I  am  satisfied  that  notwithstanding 
this  additional  power,  which  is  actually 
needed  and  reasonable,  it  does  not  mean 
that  we  are  going  to  do  what  several 
gentleman,  day  in  and  day  out,  claim, 
namely,  enter  the  war.  I  have  the  ut¬ 
most  confidence,  I  repeat,  in  the  Presi¬ 
dent  of  the  United  States,  and  I  believe 
that  he  meant  what  he  said  in  Boston, 
and  what  he  has  repeated  many  times. 
I  am  satisfied  that  to  his  very  best  and 
thorough  ability  he  is  endeavoring  to 
keep  the  country  out  of  war. 

Mr.  O’CONNOR.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SABATH.  I  am  glad  to  yield  to 
the  gentleman. 

Mr.  O’CONNOR.  I  fully  agree  with  the 
gentleman;  but  I  do  not  want  the  Amer¬ 
ican  people  to  be  permitted  to  forget  the 
pledges  that  not  only  the  President  of 
the  United  States  made,  but  nearly 
every  Member  of  the  Congress  made  to 
the  American  people,  namely,  that  if  they 
were  reelected  they  would  not  send  our 
boys  to  Europe. 

Mr.  SABATH.  In  view  of  the  fact  that 
the  President’s  statement  has  been  re¬ 
peated  on  the  floor  about  57  times,  I 
think  all  the  people  of  this  Nation,  liter¬ 
ate  and  illiterate,  are  familiar  with  it. 

I  repeat,  I  have  the  utmost  confidence 
that  he  meant  what  he  said  and  that  he 
is  going  to  continue  to  try  to  the  best  of 
his  great  ability  to  prevent  our  country 
being  drawn  into  the  war. 

Naturally,  it  is  our  duty  to  do  every¬ 
thing  within  our  power  to  protect  our¬ 
selves  and  to  prepare  ourselves  against 
the  danger  that  is  unmistakably  close  to 
our  doors.  I  believe  we  are  doing  the 
right  thing  and  our  plain  duty  in 
strengthening  our  existing  and  preparing 
new  defenses.  It  is  not  more  than  right 
that  we  should.  The  aid  that  we  are 
giving  to  Great  Britain  and  others,  I 
maintain,  is  for  our  own  protection  as 
much  as  for  the  protection  of  Great 
Britain. 

The  gentleman  from  New  York  stated 
sometime  ago  that  we  have  unfairly 
taken  over  some  ships  belonging  to  the 
Government  of  Yugoslavia.  Does  the 
gentleman  hold  that  they  should  have 
been  turned  over  to  Hitler  for  the  pur¬ 
pose  of  using  them  against  us  or  against 
the  other  democracies? 

I  am  confident  that  we  have  done  the 
right  thing  and  within  law;  that  the 
owners  of  those  vessels  will  be  fully  com¬ 
pensated  for  them;  and  that  under  our 
own  law  and  under  international  law 
we  have  a  right  to  take  over  those  vessels. 
Surely  every  well-informed  man  appre¬ 
ciates  the  reasonableness  of  the  laws  of 
eminent  domain  and  grim  necessity. 

I  shall  not  detain  the  House  longer. 
This  bill  was  unanimously  reported  by 
the  Committee  on  Naval.  Affairs,  and  I  do 
not  believe  there  is  any  opposition. 


I  now  yield  to  the  gentleman  from 
Michigan  [Mr.  Michener],  and  I  do  not 
expect  to  use  any  more  of  my  time. 

Mr.  MICHENER.  Mr.  Speaker,  I  shall 
support  this  rule.  It  was  reported  unan¬ 
imously  and  the  bill  was  reported  unani¬ 
mously,  but  the  House  should  not  pass 
such  far-reaching  legislation  without  at 
least  knowing  why  it  is  being  passed  and 
what  the  bill  provides. 

In  the  first  place,  this  bill  amends  the 
act  of  June  28,  1940,  which  is  the  present 
Priority  Act.  That  permits  priorities  in 
materials  in  our  own  defense  in  the  Army 
and  the  Navy.  There  is  a  limitation  of 
time  in  that  bill.  It  expires  in  1942. 
This  bill,  if  passed,  will  be  subject  to  the 
same  limitation.  Therefore,  there  is  no 
object  in  discussing  an  amendment  which 
has  been  suggested  to  limit  the  life  of  this 
bill.  I  would  not  vote  for  the  bill  without 
this  limitation. 

The  next  thing  to  which  I  wish  to  call 
attention  is  that  this  bill  is  a  corollary  to 
the  lend-lease  bill. 

It  would  not  be  here  if  we  had  not 
enacted  the  lend-lease  bill.  If  the  obli¬ 
gations  assumed  in  that  bill  are  to  be 
fulfilled  arbitrary  action  of  this  kind  is 
essential. 

Previous  to  the  enactment  of  the  lend- 
lease  bill,  our  country  had  embarked  upon 
an  extensive  national-defense  program. 
The  country  was  for  all-out  national 
defense  and,  in  response  to  that  general 
sentiment,  the  Congress  enacted  the  nec¬ 
essary  legislation.  In  that  legislation  was 
authority  to  declare  and  enforce  priori¬ 
ties  in  the  pursuit  of  our  own  national- 
defense  program.  There  is  today  suf¬ 
ficient  legislation,  so  far  as  priorities  are 
concerned,  to  cover  our  Army  and  Navy 
programs. 

With  the  advent  of  H.  R.  1776,  our 
country  started  on  a  new  pattern.  We 
are  to  be  the  arsenal  for  all  the  so-called 
democracies  in  the  world,  limited  only 
by  the  discretion  of  the  President.  In  no 
instance  in  American  history  have  such 
broad,  far-reaching,  and  plenary  powers 
been  given  to  a  President  over  the  in¬ 
dustry  of  the  country  as  are  found  in  this 
bill.  This  is  a  venture  in  an  unknown 
field.  No  course  is  charted.  There  are 
no  mileposts.  The  President  alone  is 
the  pilot.  I  hope  this  is  not  a  venture  in 
futility.  Time  alone  will  tell. 

The  bill  is  short,  not  intricate,  and  is 
easily  understood.  However,  I  want  to 
read  just  one  sentence  from  the  bill 
which  accentuates  just  what  the  Presi¬ 
dent  can  do  with  industry  if  he  so  elects; 

The  President  shall  be  entitled  to  obtain 
such  information  from,  require  such  reports 
by,  and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may 
be  necessary  or  appropriate,  in  his  discretion, 
to  the  enforcement  or  administration  of  the 
provisions  of  this  section. 

Pretty  drastic,  is  it  not? 

It  then  provides  that  the  President  may 
exercise  this  plenary  power  through  any 
agency  upon  which  he  may  decide.  It 
may  be  a  Hopkins,  a  Perkins,  or  a  Stet- 
tinius.  Now,  we  are  going  a  long  way  in 
a  democracy  when  we  say  to  the  Chief 
Executive — whoever  he  may  be — that  he 
may  require  any  industry,  any  farm  in 
this  country,  to  be  operated  in  such  man¬ 
ner,  on  such  conditions,  and  under  such 


supervision  as  he  may  think  advisable. 
When  the  lend-lease  bill  was  before  the 
House,  I  called  your  attention  to  the  fact 
that  it  could  be  written  in  much  shorter 
language.  For  instance: 

The  President  of  the  United  States  is  here¬ 
by  authorized  and  directed  to  do  that  which 
to  him  seems  best  for  the  best  interests  of  the 
national  defense  of  our  country,  all  laws,  na¬ 
tional  and  international,  to  the  contrary  not¬ 
withstanding. 

That  is  in  substance  what  the  lend- 
lease  bill  does.  No  one  challenges  this 
interpretation,  no  one  did  challenge  it, 
no  one  will  challenge  it. 

Mr.  DEWEY.  Mr.  Speaker,  will  the 
gentleman  yield  for  a  question? 

Mr.  MICHENER.  I  yield. 

Mr.  DEWEY.  Is  there  any  time  limit 
on  the  duration  of  the  authority  here 
granted?  And  what  is  it? 

Mr.  MICHENER.  Yes.  I  stated  in 
the  beginning  that  this  bill  amends  the 
act  of  June  28,  1940.  The  act  of  June 
28,  1940,  is  limited.  I  yield  to  the  chair¬ 
man  of  the  Committee  on  Naval  Affairs 
to  give  us  the  exact  language. 

Mr.  VINSON  of  Georgia.  Section  12 
of  the  act  that  is  amended  reads: 

The  provisions  of  all  preceding  sections  of 
this  act  shall  terminate  June  30,  1942,  un¬ 
less  the  Congress  shall  otherwise  provide. 

Mr.  MICHENER.  That  is  as  clear  as 
it  could  be.  The  country  is  now  operat¬ 
ing  under  the  lend-lease  law  as  inter¬ 
preted  and  directed  by  the  President  and 
those  agencies  which  he  has  designated  in 
accordance  v/ith  the  law.  The  policy 
has  been  outlined,  and  this  bill  simply 
writes  a  formula  for  some  of  the  things 
the  President  is  now  doing  under  the 
lend-lease  law.  In  my  opinion,  it  does 
not  increase  the  broad  Presidential  pow¬ 
ers  but,  to  some  extent,  defines  and,  I 
hope,  limits  them. 

The  priorities  section  of  the  Office  of 
Production  Management  is  presently  di¬ 
rected  by  Mr.  Edward  R.  Stettinius,  Jr. 
We  who  have  come  in  contact  with  Mr. 
Stettinius  and  who  know  of  his  ac¬ 
complishments  in  the  past  realize  the 
manner  of  man  that  he  is.  I  think  the 
Congress  and  the  country  have  confi¬ 
dence  in  him.  He  does  not  want  to  at¬ 
tempt  to  do  those  things  about  which 
there  is  question  as  to  his  legal  authority. 
We  are  told  that  under  the  Presidential 
direction  priorities  are  today  being  in¬ 
voked  in  connection  with  some  of  the 
lend-lease  requirements,  and  this  bill 
will  clarify  that  situation.  The  Congress 
is  rightfully  wary  about  bestowing  these 
vast  powers  on  the  President,  yet  if  we 
could  only  be  assured  that  Mr.  Stettinius 
will  be  permitted  to  carry  out  the  power 
herein  granted,  so  far  as  priorities  are 
concerned,  without  let  or  hindrance  on 
the  part  of  the  President  or  anyone  else, 
then  I  think  we  would  all  feel  much 
easier  about  this  drastic  action.  I  hope 
this  bill  can  be  amended  to  require  Sen¬ 
ate  confirmation  of  any  successor  to  Mr. 
Stettinius. 

Mr.  RICH.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield  for  a  question? 

Mr.  MICHENER.  I  yield. 

Mr.  RICH.  Is  this  a  war  measure? 

Mr.  MICHENER.  Well,  no.  For  one, 
I  do  not  want  to  get  to  discussing  or 
arguing  the  whole  war  question  over 
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again.  This  is  not  the  time  or  the  place. 
My  personal  view  is,  as  I  said  when  the 
lend-lease  bill  was  before  us,  that  bill  put 
this  country  into  the  war  morally.  No 
one  will  question  that.  It  put  this  coun¬ 
try  into  war  economically.  No  one  will 
question  that.  As  to  whether  it  put  the 
country  into  the  war  officially  might  be 
questioned  unless  one  interpreted  the 
lend-lease  bill  as  I  did,  as  giving  the 
President  authority  to  make  and  carry 
on  undeclared  war  anywhere  in  the  uni¬ 
verse,  just  so  long  as  he  felt  that  what  he 
was  doing  was  for  the  best  interests  of 
our  national  defense.  He  alone  was  the 
judge. 

Mr.  DITTER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RICH.  Just  a  minute,  if  the  gen¬ 
tleman  please.  Will  he  not  yield  to  per¬ 
mit  me  to  finish  my  thought? 

Mr.  MICHENER.  I  am  sorry;  I  have 
yielded  to  the  gentleman  from  Pennsyl¬ 
vania  [Mr.  Bitter]. 

Mr.  DITTER.  Does  the  gentleman  feel 
that  the  country  shares  the  opinion  the 
gentleman  has  just  expressed? 

Mr.  MICHENER.  There  is  a  differ¬ 
ence  of  opinion.  The  majority  of  the 
Congress  did  not  accept  that  view  at  the 
time  the  lend-lease  bill  was  enacted,  but 
everything  that  has  transpired  since  the 
enactment  of  the  lend-lease  bill  carries 
out  the  prophesy  I  made  at  that  time 
and  to  which  I  have  just  referred.  We 
are  going  to  convoy.  We  are  convoying 
now  in  one  form  or  another.  We  are  go¬ 
ing  to  convoy  directly  or  by  subterfuge. 
This  is  evidently  the  policy  of  the  ad¬ 
ministration. 

If  I  were  guessing  I  would  say  that  just 
the  minute  the  President  feels  that  he 
has  enough  votes  in  the  Congress  to  put 
over  either  a  convoy  resolution  or  a  decla¬ 
ration  of  war,  he  will  come  to  Congress 
with  a  message  suggesting  that  he  is  op¬ 
posed  to  war  and  that  all  the  steps  he 
has  taken,  including  the  amendment  of 
the  neutrality  law,  the  transfer  of  the 
destroyers,  the  lend-lease  bill,  and  so 
forth,  were  done  in  an  effort  to  avoid  war. 
This  suggestion  will  be  followed  by  the 
statement  that  conditions  have  now 
reached  the  point  where  it  is  evident  that 
the  Presidential  endeavors  have  failed 
and  that  the  Congress  must  pass  upon 
the  question  of  convoys  or  war.  I  do  not 
mean  that  the  question  of  convoys  is 
coming  to  Congress  before  we  do  convoy. 
I  do  not  mean  that  a  war  resolution  is 
coming  to  Congress  before  we  are  in  a 
shooting  war.  I  do  believe  that  we  are 
not  only  convoying  but  that  we  are  going 
to  do  everything  contemplated  in  the 
lend-lease  law,  regardless  of  where  it 
takes  us,  so  far  as  war  is  concerned,  and 
all  this  without  the  affirmative  approval 
of  the  Congress,  unless  the  President 
feels  assured  that  he  has  the  votes  in  the 
Congress.  The  recent  speeches  of  Sec¬ 
retaries  Hull,  Knox,  and  Stimson,  to  say 
nothing  about  the  utterances  of  Chur¬ 
chill  and  Halifax,  all  tend  to  this  end. 
Of  course,  the  President  can  keep  us  out 
of  war  if  he  will,  but  this  will  not  happen 
if  the  President  himself  and  the  spokes¬ 
men  for  his  administration  continue 
these  war  sales  talks  to  the  American 
people. 


Mr.  DITTER.  Mr.  Speaker,  will  the 
gentleman  yield  further? 

Mr.  MICHENER.  I  yield. 

Mr.  DITTER.  As  a  result  of  the  last 
observation  I  can  take  it  then  it  is  the 
gentleman’s  opinion  that  if  the  Presi¬ 
dent  felt  the  country  understood  we  were 
at  war  he  would  not  hesitate  to  send  up 
a  resolution  for  war,  but  it  is  because  of 
his  conviction  the  country  does  not  feel 
it  is  at  war  that  he  hesitates  to  send  up 
such  resolution. 

Mr.  MICHENER.  Many  in  the  coun¬ 
try  have  relied  upon  the  President’s 
promise  that  he  would  not  lead  us  into 
any  foreign  war.  Every  person  has  a 
right  to  his  own  view,  however. 

Mr.  DITTER.  My  friend  acknowl¬ 
edged  that,  did  he  not? 

Mr.  MICHENER.  Yes;  certainly.  My 
view  is  that  the  American  people  do  not 
want  to  get  into  this  war,  that  the  Amer¬ 
ican  people,  believing  they  understood 
what  President  Roosevelt  meant  when  he 
said  that  convoys  mean  shooting  and 
shooting  means  war,  took  him  at  his 
word.  They  do  not  want  to  get  into  this 
war.  They  thought  the  President  was 
like  minded.  If,  however,  one  listens  to 
the  propaganda  over  the  radio  day  by 
day  and  night  by  night,  one  must  be 
convinced  that  the  American  people  are 
becoming  mighty  frightened  and  so  jit¬ 
tery  they  are  very  apt  to  go  along  and 
accept  that  which  they  are  told  is  in¬ 
evitable  under  the  course  now  being  pur¬ 
sued  by  the  administration. 

Mr.  DITTER.  Mr.  Speaker,  will  the 
gentleman  yield  further? 

Mr.  MICHENER.  I  yield. 

Mr.  DITTER.  I  assume  the  propa¬ 
ganda  to  which  the  gentleman  has  just 
referred  is  for  the  purpose  of  arousing 
that  which  primarily  does  not  exist — a 
war  hysteria. 

Mr.  MICHENER.  I  have  made  it  clear 
that  my  view  is,  the  rank  and  file  of  the 
American  people  do  not  want  to  get  into 
this  war. 

Mr.  O’CONNOR.  Will  the  gentleman 
yield? 

Mr.  MICHENER.  I  yield  to  the  gentle¬ 
man  from  Montana,  who  has  made  a 
fearless  and  courageous  fight  to  keep  us 
out  of  war.  There  should  be  more  like 
him. 

Mr.  O’CONNOR.  I  called  the  atten¬ 
tion  of  the  House  some  few  days  ago  to 
the  conclusive  argument  made  by  the 
gentleman  who  is  now  addressing  the 
House  on  the  lease-lend  bill.  I  only  re¬ 
gret  that  they  all  did  not  hear  his  splen¬ 
did  and  patriotic  argument.  I  am  thor¬ 
oughly  convinced  that  the  people  of  the 
country  did  not  get  the  full  import  of 
that  bill.  I  am  likewise  convinced  that 
many  Members  voted  for  it  with  not  as 
full  knowledege  of  its  sweeping  contents 
and  powers  as  the  gentleman  from  Mich¬ 
igan  [Mr.  Michener]  stated.  Let  me  also 
call  attention  to  this  morning’s  paper. 
We  find  now  that  Secretary  Knox  comes 
out  and  says  that  the  American  people 
“are  committed,”  if  you  please,  to  furnish 
manpower  to  Europe.  I  call  the  gentle¬ 
man’s  attention  also  to  the  fact  that  I 
made  the  statement  during  the  time  the 
lend-lease  bill  was  under  discussion  that 
when  Churchill  called  for  ships  he  would 
get  them,  and  that  when  Churchill  called 


for  men  he  would  get  them.  I  am  afraid 
that  statement  is  coming  true. 

Mr.  MICHENER.  Yes;  and  right  there, 
may  I  say  that  I  recall  well,  and  those 
who  keep  abreast  of  these  things  recall, 
that  when  Mr.  Hopkins  went  to  England 
as  the  personal  representative  of  the 
President  he  was  received  by  Churchill, 
who  made  a  great  speech.  In  that  speech 
Churchill  said,  “We  need  ships,  we  need 
munitions,  now.  We  will  not  need  any 
men  in  1941.”  When  Mr.  Churchill  asks 
for  these  men  after  1941,  we  will  be  re¬ 
minded  that  we  have  never  had  assur¬ 
ances  from  any  official  source  in  Europe, 
particularly  England,  that  they  will  not 
in  the  end  ask  for  men.  The  men  will 
follow  as  lend-lease  followed  cash-and- 
carry. 

Mr.  CASEY  of  Massachusetts.  Will  the 
gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Massachusetts. 

Mr.  CASEY  of  Massachusetts.  The 
gentleman  has  pointed  out  some  alleged 
inconsistencies  upon  the  part  of  the 
President  in  what  he  said  and  in  what  he 
has  done.  As  I  understand  the  gentle¬ 
man,  he  says  that  with  the  full  knowledge 
that  the  lease-lend  bill  was  economic 
warfare,  he  voted  for  it.  Is  that  correct? 

Mr.  MICHENER.  I  did  not  vote  for 
the  lend-lease  bill. 

Mr.  CASEY  of  Massachusetts.  The 
gentleman  did  not  vote  for  the  lease-lend 
bill? 

Mr.  MICHENER.  I  did  not.  I  did 
everything  I  could  to  prevent  the  passage 
of  the  lease-lend  bill,  because  I  was  thor¬ 
oughly  convinced  in  my  own  mind  that 
those  things  were  going  to  happen  which 
are  today  happening. 

Mr.  DITTER.  Will  the  gentleman 
yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Pennsylvania. 

Mr.  DITTER.  The  gentleman,  of 
course,  knows  that  the  proponents  of  the 
lease-lend  bill  very  definitely  assured  the 
House  and  attempted  to  assure  the  coun¬ 
try  that  it  was  a  peace  measure? 

Mr.  MICHENER.  There  is  no  doubt 
about  that.  Those  gentlemen  either  did 
not  study  the  bill  carefully  or  they  were 
too  anxious  to  go  along  with  the  admin¬ 
istration  in  anything  the  administration 
asked  for. 

Mr.  DWORSHAK.  Will  the  gentle¬ 
man  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Idaho. 

Mr.  DWORSHAK.  The  gentleman  has 
just  expressed  complete  confidence  in  the 
ability  of  Mr.  Stettinius  to  act  as  Director 
of  the  Priorities  Section.  Has  the  gentle¬ 
man  any  assurance  that  Harry  Hopkins 
will  not  soon  assume  that  responsible 
position? 

Mr.  MICHENER.  No,  No,  No,  That  is 
the  trouble.  I  have  not  the  confidence  I 
ought  to  have  in  the  frankness  of  some 
of  our  public  officials  today,  and,  as  I 
have  ofttimes  said,  honesty,  forthright¬ 
ness,  frankness,  and  candor  are  still  vir¬ 
tues,  even  in  those  in  high  places. 

Mr.  RICH.  Will  the  gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Pennsylvania. 

Mr.  RICH.  This  bill,  H.  R.  4534,  grants 
extensive  powers  to  the  President  of  the 
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United  States.  Have  any  similar  powers 
ever  been  given  to  any  President  of  the 
United  States  at  any  time  in  any  war? 

Mr.  MICHENER.  Similar  powers,  but 
none  so  all  inclusive.  This  bill  goes  fur¬ 
ther  than  any  previous  law.  I  think  I 
speak  by  the  card  when  I  say  that  this 
bill  gives  more  authority  over  industry 
than  was  ever  given  a  Chief  Executive  of 
the  United  States  before.  The  indus¬ 
trial  mobilization  plan,  which  has  been 
in  course  of  preparation  since  the  last 
war  but  which  has  not  been  advocated 
openly,  was  contemplated  and  worked 
out  largely  by  the  Army  and  Navy,  but 
it  has  never  been  presented  to  Congress. 
I  think  the  gentleman  from  New  York 
[Mr.  Wadsworth]  is  very  familiar  with 
that  fact.  You  will  find  that  these  pow¬ 
ers  were  contemplated  in  that  plan. 

Mr.  MARCANTONIO.  Will  the  gen¬ 
tleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  MARCANTONIO.  I  am  certain 
that  no  one  who  favored  or  opposed  the 
lend-lease  bill  ever  contended  that  the 
lend-lease  bill  gave  the  President  or  any¬ 
one  else  the  power  to  commit  the  man¬ 
power  of  this  country  to  Great  Britain; 
yet  last  night  the  Secretary  of  the  Navy, 
Mr.  Knox,  stated  that  this  country  stands 
committed  to  Great  Britain  as  far  as 
the  manpower  of  the  United  States  is 
concerned.  In  that  connection,  I  think 
it  is  high  time  that  the  President  stop 
these  warlike  statements  which  are  not 
compatible  with  responsible  government 
on  the  part  of  the  Secretary  of  the  Navy 
and  on  the  part  of  “Light  Horse  Harry” 
Stimson. 

Mr.  MICHENER.  A  lot  of  water  has 
gone  under  the  bridge  since  the  lend- 
lease  bill  was  enacted.  When  that  bill 
v/as  enacted  the  die  was  cast,  and  I  am 
just  wondering  how  our  good  colleagues 
who  stood  on  the  floor  here  and  assured 
the  country,  assured  the  Congress,  and 
assured  those  who  would  vote  for  that 
bill  that  that  bill  would  not  lead  in  the 
direction  of  war,  can  justify  their  posi¬ 
tion  now. 

Mr.  O’CONNOR.  I  would  like  to  have 
the  gentleman  or  any  Member  of  the 
House  give  us  information  as  to  who  or 
what  oflicer  of  the  Government  or  of 
the  people  of  the  country,  authorized  to 
speak  for  Government  or  the  country, 
ever  committed  this  Government  or  any 
part  of  it  to  furnish  manpower  to  con¬ 
duct  this  war  in  Europe  in  line  with 
what  Mr.  Knox  said  last  night.  I  would 
like  to  find  out  who  made  such  commit¬ 
ment  on  the  part  of  the  American  people 
to  send  our  boys  to  be  slaughtered  over 
in  Europe. 

Mr.  MICHENER.  I  know  of  no  such 
commitment,  but  my  memory  goes  back 
to  the  debate  on  the  conscription  bill. 
That  was  called  a  training  bill.  Much 
stress  was  laid  upon  the  fact  that  the 
boys  were  to  be  drafted  for  1  year’s  mili¬ 
tary  training.  The  health  of  the  boys, 
the  discipline,  and  the  cooperation  were 
spectacularized.  They  were  to  be  the 
strong,  robust  citizens  of  the  future. 
But  that  bill  provided  that  they  were  to 
serve  not  less  than  12  consecutive 
months  and  as  much  longer  as  the  Con¬ 
gress  might  feel  they  were  needed. 


I  was  one  of  those  who  wanted  to  elimi¬ 
nate  from  that  bill  the  word  “service”  and 
make  it  a  training  bill.  I  conferred  with 
the  author  of  the  bill  and  others.  Under 
a  training  bill  you  could  not  send  these 
men  beyond  the  limits  of  the  United 
States.  Under  this  service  bill  a  man  is 
first  inducted,  then  he  is  infiltrated  into 
one  of  the  Regular  Army  units.  He  is  in 
service.  He  goes  where  the  Commander 
in  Chief  of  the  Army  has  the  right  to 
send  him.  No  one  will  contend  that  the 
Commander  in  Chief  of  the  Army  and  the 
Navy  does  not  have  the  right  to  send  our 
Navy  anywhere  on  the  seven  seas  to 
protect  American  interests;  at  least,  it 
has  always  been  that  way  until  the  neu¬ 
trality  law. 

Mr.  VAN  ZANDT.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Pennsylvania. 

Mr.  VAN  ZANDT.  The  gentleman 
knows,  of  course,  that  under  the  Selec¬ 
tive  Service  Act  the  young  man  receives 
12  months’  training  and  4  years’  service, 
and  then  is  in  the  Reserve  for  5  more 
years. 

Mr.  MICHENER.  Yes,  there  is  no 
question  about  that,  but  these  boys  now 
in  the  service  are  not  going  to  be  home 
in  a  year.  They  are  Reserves  after  the 
year,  under  the  law,  but  they  are  going 
to  be  gone  more  than  a  year.  The  Con¬ 
gress  is  going  to  require  them  to  stay 
more  than  a  year.  The  National  Guard  is 
going  to  stay  more  than  a  year.  If  pres¬ 
ent  indications  mean  anything,  we  will 
possibly  have  a  war  of  from  4  to  10 
years’  duration. 

Mr.  JENSEN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Iowa. 

Mr.  JENSEN.  Is  it  not  a  fact  that 
when  the  farmer  has  hay  down  he  does 
not  fire  his  help,  and  is  it  not  also  a 
fact  that  the  warmongers  of  this  coun¬ 
try  have  a  lot  of  hay  down  right  now? 

Mr.  MICHENER.  The  gentleman  is 
right  as  usual.  I  am  not  using  the  term 
“warmongers.”  I  am  trying  to  talk  in  a 
temperate  manner.  The  time  for  emo¬ 
tionalism  is  gone.  We  are  now  con¬ 
fronted  with  the  gray  dawn,  and  it  is  a 
cold  dawn,  of  the  morning  after  a  few 
weeks  of  the  lend-lease  bill. 

When  we  passed  the  lend-lease  bill 
we  determined  upon  a  course  that  will 
be  very  difficult  to  abandon.  In  other 
words,  the  old  ship  of  state  is  going  up 
this  9-foot  cement  highway.  It  is 
straight.  The  President  is  at  the  steer¬ 
ing  wheel.  Secretaries  Stimson,  Knox, 
and  Hull  are  in  the  car  with  him.  We 
can  see  only  the  top  of  the  hill.  We  can¬ 
not  see  what  is  beyond.  Is  the  road  too 
narrow,  so  that  ship  of  state  cannot  be 
turned  around?  I  am  sure  the  President 
has  no  reverse  on  the  machine.  If  it 
cannot  be  turned  around,  where  are  we 
landing?  That  is  what  is  bothering  the 
American  people  who  accepted  the  lend- 
lease  bill  as  a  peace  measure. 

Mr.  MAGNUSON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  Washington. 

Mr.  MAGNUSON.  I  may  say  to  the 
gentleman  that  I  am  somewhat  in  a 


quandary  in  my  own  mind  about  some  of 
the  things  of  which  the  gentleman 
speaks,  but  I  want  to  know  if  the  gen¬ 
tleman  is  clear  on  this  one  point,  and 
I  think  it  will  help  clear  up  a  lot  of  things. 
Does  the  gentleman  believe  that  it  was 
morally  right  for  the  European  war  ma¬ 
chine  to  invade  Norway,  for  instance? 

Mr.  MICHENER.  No.  I  do  not  care 
to  discuss  the  European  situation  further, 
other  than  to  say  that  I  am  unalterably 
opposed  to  Hitlerism  and  everything  it 
stands  for.  I  have  no  use  for  any  of  the 
things  this  madman  Hitler  has  been  do¬ 
ing.  I  said  when  the  matter  was  up  for 
debate,  and  I  have  not  changed  my 
mind,  that  they  have  been  having  these 
fights  over  there  for  2,000  years.  Their 
conditions  are  different  from  ours. 
Whether  this  country  should  embark 
upon  a  policy  of  making  the  entire  world 
better  and  making  every  country  in  the 
world  conform  to  our  ideas  as  to  the  type 
of  government  it  should  have  is  one 
thing.  But  those  things  are  all  back  of 
us.  It  is  now  a  matter  of  national  de¬ 
fense.  We  are  where  we  are.  We  con¬ 
front  a  condition  and  not  a  theory. 
Idealism  must  yield  to  stern  reality. 

Mr.  MAGNUSON.  What,  then,  is  our 
duty,  if  we  have  any? 

Mr.  MICHENER.  There  is  a  difference 
of  opinion.  If  I  were  to  take  the  opinion 
of  the  majority  of  the  American  people 
and  answer  the  gentlemen,  it  would  be 
this:  That  we  should  keep  out  of  any 
foreign  war  so  far  as  sending  our  sold  ers 
beyond  the  limits  of  the  Western  Hemi¬ 
sphere  is  concerned. 

Mr.  O’BRIEN  of  Michigan.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  MICHENER.  I  must  yield  to  my 
friend  from  Detroit. 

Mr.  O’BRIEN  of  Michigan.  I  observe 
that  the  gentleman  and  also  the  Repub¬ 
lican  minority  leader  voted  for  the  con¬ 
ference  report  on  the  lend-lease  bill,  now 
the  Lend-Lease  Act.  I  wonder  if  the  gen¬ 
tleman  has  changed  his  position  in  re¬ 
gard  to  the  Lend-Lease  Act. 

Mr.  MICHENER.  No;  I  have  not 
changed  my  position  at  all.  I  voted  for 
the  Senate  amendments.  When  that  bill 
came  back  from  the  Senate,  the  confer¬ 
ence  report  was  either  going  to  be  ac¬ 
cepted  or  we  were  going  to  have  the  bill 
in  the  form  that  it  left  the  House.  Along 
with  the  gentleman  I  voted  against  the 
bill  in  the  House.  The  Senate  amend¬ 
ments  made  the  bill  less  dangerous  for 
the  American  people.  I  voted  against 
the  lend-lease  bill  but  I  voted  for  the 
Senate  amendments.  I  am  sorry  that 
the  gentleman  did  not  understand  the 
parliamentary  situation  and  do  likewise. 
I  am  sorry  that  he  acted  under  a  misap¬ 
prehension  of  the  facts.  I  am  sorry  that 
he  opposed  those  Senate  amendments 
which  his  constituents  wanted  in  the  bill 
if  the  bill  was  to  become  a  law. 

Mr.  O’BRIEN  of  Michigan.  Will  the 
gentleman  answer  me  this  categorically: 
Did  not  the  gentleman  vote  for  the  lend- 
lease  bill  as  amended  in  the  Senate? 

Mr.  MICHENER.  No.  I  voted  for  the 
Senate  amendments  to  the  lend-lease 
bill.  The  gentleman  can  fuss  around  all 
he  wants  to  about  technicalities,  but  if 
he  will  study  the  parliamentary  situa¬ 
tion  he  will  find  that  everything  I  have 
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said  as  far  as  that  matter  is  concerned 
is  justified  by  the  facts.  [Applause.] 

Mr.  SABATH.  Mr.  Speaker,  there  are 
few  men  in  the  House  for  whom  I  have 
as  great  respect  or  in  whom  I  have  such 
great  confidence  as  I  have  for  the  gentle¬ 
man  from  Michigan  [Mr.  Michener],  a 
valuable  member  of  the  Committee  on 
Rules.  Usually  the  gentleman  does  not 
make  violent  statements  or  statements 
that  he  cannot  justify,  but  a  little  while 
ago  he  stated  positively  that  if  the  Presi¬ 
dent  had  enough  votes  or  believed  he  had 
enough  votes  in  the  House  he  would  im¬ 
mediately  ask  for  authority  to  convoy, 
and,  possibly,  ask  for  a  declaration  of 
war.  I  am  satisfied  the  gentleman  has 
no  authority  and  no  evidence  on  which  to 
base  any  such  statement.  Personally,  I 
am  of  the  opinion  that  if  the  President 
should  make  any  recommendations  he 
would  have,  as  he  has  had  before,  suffi¬ 
cient  votes  to  effect  any  of  his  recom¬ 
mendations.  He  has  had  this  support  in 
the  past,  and  he  will  continue  to  have  it. 

Not  only  this,  but  I  believe  there  are 
only  a  handful  on  this  side  of  the  House 
who  do  not  agree  with  his  policy;  and, 
moreover,  I  believe  that  a  majority  of 
the  Republicans  will  go  along  with  him. 

I  know  that  the  President  desires  to 
keep  his  promises  and  pledges  to  the 
American  people,  and  no  publicist  or 
propagandist  will  sway  him  from  his 
high  purpose  to  keep  us  out  of  war. 

I  repeat  it  as  my  honest  conviction  that 
what  we  are  doing  now  and  what  we  have 
been  doing  has  been  with  the  object  of 
keeping  us  out  of  war  and  giving  Great 
Britain  all  possible  aid,  so  that  she  may 
cope  with  the  situation  brought  about  by 
this  madman,  as  the  gentleman  from 
Michigan  so  aptly  identified  him,  and 
prevent  his  declared  aims  of  only  a  few 
weeks  ago  to  control  the  world.  We 
know  what  Hitler  is  doing  in  South 
America.  We  know  what  he  and  his 
agents  are  doing  in  our  own  country  by 
way  of  trying  to  undermine  the  patriotic 
views  and  beliefs  of  the  American  people 
and  inject  poison  into  and  create  preju¬ 
dice  in  our  national  life.  We  must  be  on 
our  guard.  This  is  our  duty.  Any  aid 
that  we  may  give  Great  Britain  and 
others  is  really  in  the  interest  of  our 
own  country. 

Mr.  Speaker,  personally  I  feel  that  our 
country  is  indeed  fortunate  that  Presi¬ 
dent  Roosevelt  was  persuaded  to  stand  for 
reelection  and  was  reelected.  Had  Mr. 
Willkie  been  elected,  judging  from  his 
preelection  and  later  statements,  I  am 
satisfied  that  our  country  now  would  be  in 
the  war.  It  is  only  due  to  the  strong  de¬ 
termination  on  the  part  of  President 
Roosevelt  to  keep  us  out  of  war  that  the 
influence  of  those  who  realized  more  than 
others  the  danger  to  our  institutions  has 
not  prevailed  in  actually  embroiling  us 
in  the  conflict.  I  know  that  the  Presi¬ 
dent  is  against  convoying  and  is  against 
war;  but  he  does  feel  that  the  aid  we  are 
sending  to  Great  Britain  and  China 
should  not  find  a  resting  place  at  the 
bottom  of  the  seas. 

It  is  unfortunate  that  there  are  in  this 
country  many  people  with  good  eyesight 
and  yet  they  fail  to  see  what  is  tran¬ 
spiring  throughout  the  world.  They  re¬ 
fuse  to  take  notice  that  the  same  tactics 


employed  by  Hitler  in  Austria,  Czecho¬ 
slovakia,  Danzig,  Poland,  Norway,  the 
Low  Countries,  even  in  France  and  Eng¬ 
land,  and  lately  in  Yugoslavia,  are  being 
used  in  this  country.  In  this  country, 
also,  many  well-meaning  men  are  being 
used  for  the  self-same  purpose  and  to  the 
same  end  as  have  the  so-called  leaders 
in  the  countries  which  I  have  named.  If 
these  honest  and  well-meaning  men  in 
the  United  States  would  heed  the  im¬ 
port  of  the  last  Hitler  speech,  in  which  he 
proclaimed  unequivocally  that  he  can 
positively  defeat  the  world,  meaning 
thereby  that  he  intends  to  control  the 
world,  and  if  he  succeeded  in  defeating 
Great  Britain,  the  full  force  of  realiza¬ 
tion  should  come  to  them  that  we  will  be 
the  only  democratic  free  nation  left  to 
oppose  his  lust  plan  to  control  the  world. 
Consequently,  I  feel,  as  I  have  stated  be¬ 
fore,  that  we  must  of  necessity  do  any¬ 
thing  and  everything  to  aid  Great  Brit¬ 
ain.  On  the  other  hand,  there  are  many 
well-meaning  persons — and  I  do  not 
mean  bankers — who,  in  their  earnest  de¬ 
sire  to  help  the  cause  of  Great  Britain, 
feel  that  we  should  declare  war.  In  this 
connection  I  cannot  help  reading  into  the 
Record  a  letter  which  I  just  received 
today  from  a  very  loyal  and  patriotic  lady 
in  Chicago,  Mrs.  Anita  McCormick 
Blaine,  which  letter  I  strongly  urge  per¬ 
sons  with  pacifist  leanings  to  read.  It 
says: 

May  5,  1941. 

My  Dear  Mr.  Sabath:  On  the  question  of 
the  relation  of  the  United  States  to  the  war 
now  in  the  world  I  have  been  feeling  the  im¬ 
pact  of  opinions  expressed  in  our  country  so 
variously  from  the  extreme  points  of  the  isola¬ 
tionists  to  the  recently  formed  Committee  to 
Fight  for  Freedom.  I  feel  thankful  that  each 
can  freely  express  his  thought  with  no  let  nr 
hindrance. 

I  have  not  seen  clearly  what  our  ultimate 
course  should  be.  The  all-aid  to  Britain  has 
been  so  sure  as  to  be  almost  satisfying. 

I  feel  horror  in  the  facts  of  war.  I  feel 
greater  horror  that  war  can  still  be  the  process 
for  decisions  between  men. 

Out  of  the  welter  of  facts  and  of  thoughts 
there  now  comes  to  me  clearly  the  conviction 
that  the  United  States  should  now  declare 
war  against  what  is  being  dene  and  attempted 
by  the  forces  of  aggression  in  the  world. 

This  to  array  the  United  States  in  the 
struggle  on  the  side  where  the  United  States 
belongs;  and  to  add  the  full  force  of  the 
United  States  to  help  those  free  peoples  who 
are  now  holding  the  line  of  freedom. 

There  are  two  fundamental  principles  at 
issue  today.  One  is  freedom;  or  prevention 
of  the  domination  of  men  by  men.  The  other 
is  truth;  or  the  prevention  of  the  triumph  of 
falsehood. 

These  two  principles  constitute  the  founda¬ 
tion  on  which  human  society  can  be  built. 
Their  loss  would  undermine  the  possibility 
of  the  continuation  and  construction  of  the 
human  society  we  have  seen  and  worked  for. 

In  the  efforts  of  the  aggressors  many  units 
of  free  society  have  been  undermined.  They 
are  proceeding  to  carry  on  their  process  as  far 
as  possible  on  the  earth. 

We  are  the  heirs  of  these  qualities:  Initia¬ 
tive,  independence,  determination,  courage. 
Our  institutions  are  the  outgrowth  of  these 
qualities. 

We  are  the  heirs  of  these  objectives:  Free¬ 
dom  for  all;  opportunity  for  all;  education  for 
all;  protection  for  all. 

These  qualities  and  these  objectives  are 
being  attacked. 

It  is  not  the  land  we  live  on;  it  is  the  life 
we  live  on  it  that  matters.  This  life  and  the 
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similar  life  of  others  is  being  attacked.  We 
are  being  attacked. 

We  are  an  able  people.  We  can  accomplish 
great  things.  When  we  put  our  hands  to  a 
plow  we  do  not  turn  back.  We  should  now 
take  our  full  responsibility. 

For  the  instantaneous,  beneficial  effect  for 
the  world,  in  this  course,  I  would  rather  risk 
the  present  effects  of  our  former  delays  than 
the  future  effect  of  longer  waiting  for  our 
complete  action. 

It  has  become  clear  to  me  that  we  should 
wait  no  longer  but  should  declare  war  at  once 
against  those  countries  who  have  followed 
their  rulers  in  the  subjugation  of  free  coun¬ 
tries  by  force;  and  against  those  rulers  who 
have  betrayed  the  world  by  their  falsehoods. 

And  that  it  should  be  stated  that  it  is 
against  the  extension  of  these  practices  that 
we  are  declaring  war. 

And  that  it  should  be  understood  with  the 
other  democracies  that  in  the  arrangements 
after  the  war  the  United  States  has  a  part. 

I  put  this  conviction  which  has  come  to  me 
before  everyone  freely  for  whatever  it  may 
mean  to  each  one  and  for  such  action  in  our 
Nation,  for  our  Nation,  and  for  the  world  as 
may  be  the  judgment  of  the  majority  of  our 
people. 

In  the  high  purpose  of  defending  freedom 
and  truth  on  this  earth,  and  in  the  faith  that 
light  will  be  given  for  the  steps  to  take,  we 
should  now  declare  war  on  those  who  are 
attacking  our  principles  and  let  come  what 
must. 

In  the  wealth  of  our  heritage  of  principle 
may  our  contribution  in  this  generation  be 
worthy  of  our  great  past. 

I  am  faithfully  yours, 

Anita  McCormick  Blainb. 
Hon.  Adolph  J.  Sabath, 

The  House  of  Representatives, 

Washington,  D.  C. 

Mr.  Speaker,  I  feel  that  Mrs.  Blaine 
has  stated  the  case  against  the  aggressor 
nations;  but  I  do  not  go  so  far  as  she 
does  in  advocating  a  declaration  of  war; 
nonetheless  we  should,  I  think,  at  this 
time  render  all-out  aid  to  Great  Britain. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  resolution. 

The  resolution  was  agreed  to. 

Mr.  VINSON  of  Georgia.  Mr.  Speaker, 
I  move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  state  of  the  Union  for  the  considera¬ 
tion  of  the  bill  (H.  R.  4534)  to  amend  the 
act  approved  June  28,  1940,  entitled  “An 
act  to  expedite  the  national  defense,  arrd 
for  other  purposes,”  in  order  to  extend 
the  power  to  establish  priorities  and  allo¬ 
cate  material. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  consid¬ 
eration  of  the  bill,  H.  R.  4534,  with  Mr. 
Thom  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  I  ask  unanimous  consent  that  the 
first  reading  of  the  bill  be  dispensed  with. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Georgia? 

There  was  no  objection. 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  I  yield  myself  15  minutes. 

Mr.  Chairman,  I  want  to  express  my 
deep  appreciation  to  the  distinguished 
gentleman  from  Michigan  [Mr.  Mich¬ 
ener]  for  the  explanation  that  he  made 
in  his  time  of  the  objective  and  purpose 
of  the  bill. 
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This  bill  is  here  at  the  request  of  Mr. 
Knudsen,  Mr.  Hillman,  and  Mr.  Stettin- 
ius,  and  also  at  the  request  of  the  Navy 
Department.  I  shall,  in  the  time  I  oc¬ 
cupy,  try  to  explain  the  bill  so  that  every, 
one  of  you  may  thoroughly  understand 
it. 

I  am  frank  to  admit  that  this  is  a. 
very  important  bill,  very  far  reaching, 
and  under  the  hands  and  jurisdiction  of 
a  board  that  was  not  of  the  high  type 
and  character  of  the  Priority  Board, 
could  cause  industry  a  great  deal  of 
trouble  in  this  country,  but,  fortunately, 
the  President  has  selected,  in  my  judg¬ 
ment,  one  of  the  most  outstanding  men 
in  America,  Mr.  Stettinius,  to  head  this 
Board,  and  I  may  say  that  there  might 
have  been  some  hesitancy  on  the  part 
of  the  committee  if  this  Board  had  not 
been  headed  by  such  a  distinguished 
man  as  Mr.  Stettinius. 

In  order  to  avoid  such  a  situation,  a 
system  of  priorities  has  become  neces¬ 
sary  to  assist  in  the  production  and  ac¬ 
quisition  of  defense  material  for  the 
armed  forces,  and  to  assure  that  the  de¬ 
fense  program  was  dovetailed  into  the 
problem  of  civilian  economy.  Funda¬ 
mentally,  a  priorities  system  is  simply  a 
method  of  putting  first  things  first — a 
technique  for  making  sure  that  the  fin¬ 
ished  weapon  and  the  many  parts  there¬ 
of  are  produced  promptly,  on  schedule, 
and  without  delay.  The  Seventy-sixth 
Congress,  therefore,  in  section  2  (a)  of 
the  act  approved  June  28,  1940,  Public, 
No.  671,  granted  to  the  President  manda¬ 
tory  power  to  assign  priorities  to  Army 
and  Navy  contracts  over  deliveries  under 
contracts  for  private  account  or  export. 

That  bill  is  known  as  the  speed-up 
bill,  reported  from  the  Naval  Affairs 
Committee,  and  that  section  2  provides 
in  part: 

AH  naval  contracts  or  orders  and  all  Army 
contracts  or  orders  shall,  in  the  discretion  of 
the  President,  take  priority  over  all  deliv¬ 
eries  for  private  accounts  or  for  export. 

That  is  the  section  of  the  bill  to  which 
we  are  adding  these  additional  provisions 
set  forth  in  H.  R.  4534. 

On  January  7  of  this  year  the  Presi¬ 
dent  by  Executive  Order  No.  8629  created 
the  Office  of  Production  Management 
and  delegated  thereto  his  authority  un¬ 
der  Public,  No.  671,  of  the  Seventy-sixth 
Congress  to  establish  these  priorities.  In 
the  same  Executive  order  he  provided  for 
the  establishment  of  a  Division  of  Prior¬ 
ities,  in  charge  of  a  director.  Since  that 
time  the  Division  of  Priorities,  under  its 
Director,  Mr.  E.  R.  Stettinius,  Jr.,  and 
working  in  close  collaboration  with  the 
Army  and  Navy  Munitions  Board,  has 
been  administering  a  priorities  system 
for  the  prompt  delivery  of  defense  mate¬ 
rial  and  other  material  important  to  the 
defense  program. 

Gentlemen  will  bear  in  mind  that  from 
January  7  down  to  date  this  Board  has 
been  trying  to  do  by  Executive  orders  and 
regulate  the  priorities  by  Executive  order 
when  it  is  far  preferable  in  this  country 
to  do  things  by  law  instead  of  by  Execu¬ 
tive  order.  Therefore  we  are  coming  in 
here  and  by  statute  clothing  the  O.  P.  M. 
with  the  authority  the  Priority  Board  de¬ 
sires  to  have  to  administer  the  priorities. 
I  hope  that  it  is  possible  that  this  House 


will  enact  statutory  provisions  wherever  I 
it  can  possibly  do  so  in  lieu  of  Executive  | 
order. 

The  Executive  order  delegating  to 
O.  P.  M.  the  authority  to  establish  man¬ 
datory  priorities  sets  forth  in  consider¬ 
able  detail  the  duties  of  that  office  in  re¬ 
spect  to  the  priorities  system.  But  it  is 
important  for  us  to  note,  however,  that 
already  the  urgent  need  is  felt  for  clear 
and  positive  statutory  provisions  to  en¬ 
able  O.  P.  M.  to  adequately  fulfill  its  im¬ 
portant  contribution  to  the  defense  pro¬ 
gram.  The  necessary  administrative  ma¬ 
chinery  cannot  be  left  to  Executive  order 
alone. 

The  purpose  of  this  bill  is  to  amend 
section  2  (a)  so  as  to  clothe  the  Office  of 
Production  Management,  and  particu¬ 
larly  the  Priorities  Division  thereof,  with 
the  needed  statutory  authority. 

As  previously  indicated,  the  only  man¬ 
datory  power  for  the  establishment  of 
contract  priorities  is  derived  from  sec¬ 
tion  2  (a)  and  that  power  extends  only 
to  Army  and  Navy  contracts. 

As  you  are  all  well  aware,  the  supply  of 
defense  materials  to  Great  Britain  and 
other  foreign  countries  is  a  matter  of  na¬ 
tional  policy.  The  contracts  for  these 
materials  are  a  part  of  our  defense  pro¬ 
gram.  Yet  they  are  clearly  not  covered 
by  existing  mandatory  priority  provisions. 
Heretofore  priority,  or  preference  ratings, 
as  they  are  often  called,  for  this  class  of 
contracts  have  of  necessity  been  issued 
merely  upon  a  basis  of  voluntary  cooper¬ 
ation  on  the  part  of  the  manufacturer. 
Such  a  basis  is  admittedly  inadequate 
and  subparagraph  (A)  on  page  2  of  the 
bill  will  put  the  contracts  of  any  country 
whose  defense  the  President  deems  vital 
to  the  defense  of  the  United  States  under 
the  terms  of  the  Lease  Lend  Act  upon  the 
same  footing  as  Army  and  Navy  con¬ 
tracts. 

Let  us  see  what  subsections  (A)  and 
(B)  do: 

(A)  Contracts  or  orders  for  the  govern¬ 
ment  of  any  country  whose  defense  the  Presi¬ 
dent  deems  vital  to  the  defense  of  the  United 
States  under  the  terms  of  the  act  of  March  11, 
1941,  entitled  “An  act  to  promote  the  defense 
of  the  United  States.” 

(B)  Contracts  or  orders  which  the  Presi¬ 
dent  shall  deem  necessary  or  appropriate  to 
promote  the  defense  of  the  United  States. 

So,  if  it  had  not  been  for  the  lease-Iend 
bill,  had  it  not  been  for  that  policy  that 
Congress  has  adopted,  it  would  not  be 
necessary  for  this  aid  to  be  inserted  in  the 
bill.  That  is  merely  carrying  out  the 
mandate  of  the  American  people  ex¬ 
pressed  through  Congress  by  the  enact¬ 
ment  of  the  lease-lend  bill. 

Next,  there  are  the  contracts  vital  to 
the  defense  program  which  are  placed  by 
Government  agencies  other  than  the  War 
and  Navy  Departments,  such  as  the  Coast 
Guard,  Geodetic  Survey,  Maritime  Com- 
missionj  Panama  Canal,  and  so  forth. 
Heretofore,  in  order  to  prevent  many  such 
vital  contracts  being  postponed  to  the 
.entire  military  and  naval  program  it  has 
been  necessary  to  again  seek  voluntary 
consent  to  the  preference  ratings. 

Likewise,  there  is  a  large  class  of  do¬ 
mestic  contracts  which,  though  essential 
to  national  defense,  are  neither  military 
nor  naval,  nor  even  Government;  fox 


example,  contracts  for  equipment  for  the 
expansion  of  production  facilities  of  criti¬ 
cal  materials  such  as  aluminum,  mag¬ 
nesium,  tin,  and  so  forth;  or  for  addi¬ 
tional  power-producing  facilities.  That 
these  should  be  left  to  priorities  estab¬ 
lished  only  upon  a  voluntary  basis  is  most 
certainly  a  dangerous  procedure. 

Still  another  class  of  contracts,  priori¬ 
ties  for  which  can  only  be  established  on 
a  voluntary  basis,  are  those  for  civilian 
needs;  as,  for  example,  a  contract  for 
replacement  machinery  in  the  water  sys¬ 
tem  of  a  large  city  which  is  an  important 
defense  center.  Such  a  contract  could 
not  be  said  to  be  connected  with  defense 
in  any  sense,  and  yet  a  delay  in  obtaining 
such  machinery  from  already  overloaded 
industries,  because  of  lack  of  authority 
to  establish  a  priority,  might  be  very 
disastrous. 

Further,  it  may  be  of  the  utmost  im¬ 
portance  for  the  protection  of  our  Wes¬ 
tern  Hemisphere  defense  to  see  to  it  that 
contracts  for  vital  requirements  of  our 
Latin  American  neighbors  are  filled  in 
instances  of  special  importance. 

It  is  impossible  to  predict  in  advance 
the  exact  classes  of  contracts  which  it 
may  be  essential  to  fulfill.  But  we  do 
know  that  as  a  result  of  the  impact  of 
the  defense  program,  it  may  be  difficult 
or  impossible  to  fulfill  any  particular 
contract  without  a  preference  rating. 

At  the  present  time  none  of  the  fore¬ 
going  classes  of  important  contracts  can 
be  given  preference  ratings  which  are 
effective,  except  insofar  as  the  manu¬ 
facturer  is  willing  to  comply.  It  is  neces¬ 
sary  that  this  situation  be  remedied  by 
giving  authority  to  establish  priorities 
for  any  contract,  when  it  is  found  neces¬ 
sary  or  appropriate  to  promote  our  de¬ 
fense.  Subparagraph  (B)  on  page  2  of 
the  bill  will  accomplish  this  purpose. 

In  addition  to  the  objectionable  fea¬ 
tures  in  this  voluntary  status  of  priori¬ 
ties,  which  I  have  just  pointed  out,  there 
is  another  angle  to  these  voluntary  priori¬ 
ties  which,  in  all  fairness,  should  be  cor¬ 
rected.  The  manufacturer  who  complies 
with  a  voluntary  priority  rating  assigned 
to  one  of  these  other  defense  contracts, 
may  find  himsef  with  a  damage  suit  on 
his  hands.  Many  private  customers  may 
not  be  willing  to  accept  postponement  of 
deliveries  under  contracts  which  were 
placed  with  the  manufacturer  before  the 
rated  contract.  If  the  manufacturer  can 
obtain  the  consent  of  the  private  cus¬ 
tomer  to  having  deliveries  put  off,  ail  well 
and  good — but  there  is  no  assurance 
that  he  can.  And,  furthermore,  much 
valuable  time  may  be  lost  while  the  man¬ 
ufacturer  is  appealing  to  the  patriotism 
of  his  private  customers. 

Every  manufacturer  who  takes  a  Gov¬ 
ernment  contract  and  accepts  volun¬ 
tarily  a  preference  rating  on  it  may  be 
putting  his  head  on  the  chopping  block. 
He  cannot  be  sure,  for  the  ax  may  not 
fall  until  6  years  hence,  at  the  expiration 
of  the  period  of  the  statute  of  limitations. 
It  becomes  apparent,  therefore,  that  the 
present  situation,  in  which  reliance  is 
now  placed  on  the  voluntary  preference 
ratings,  must  be  corrected  without  delay. 
Correction  is  offered  in  this  bill,  in  sub- 
paragraphs  (A)  and  (B),  which  wouid 
grant  authority  to  establish  mandatory 
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priorities  with  respect  to  all  of  these  other 
contracts,  so  important  to  the  defense 
program. 

Subparagraph  (C)  of  the  bill  has  a 
dual  purpose  regarding  subcontracts  or 
suborders.  First  of  all,  it  will  clarify 
section  2  (a).  That  section  authorizes 
priority  ratings  on  contracts  of  the  armed 
services.  It  does  not  make  clear  that  it 
covers  any  but  the  prime  contract  for 
naval  and  military  items.  It  appears 
obvious  that  similar  importance  attaches 
to  deliveries  of  the  great  variety  of  ma¬ 
terials,  which  enter  into  the  manufacture 
of  those  furnished  articles  and  which 
must  be  acquired  through  the  medium  of 
subcontracts  or  suborders.  That  author¬ 
ity  should  be  made  clear  by  statute. 

Further,  this  subparagraph  is  required 
to  authorize  the  establishment  of  pri¬ 
orities  with  respect  to  the  subcontracts  or 
suborders  which  are  necessary  to  all  the 
other  important  defense  prime  contracts 
covered  by  section  2  (a)  and  by  this  bill. 
In  short,  establishing  priorities  as  to 
prime  contracts,  without  following  this 
up  with  priorities  as  to  the  subcontracts 
necessary  to  their  fulfillment,  would  be 
completely  ineffective.  We  would  be  at¬ 
tempting  to  prosecute  the  defense  pro¬ 
gram  by  half -measures. 

In  order  to  establish  a  complete,  work¬ 
able  priorities  system,  another  step  is 
necessary.  Section  2  (a)  permits  con¬ 
tracts  of  the  Army  or  Navy  to  be  placed 
ahead  of  contracts  for  private  account 
or  for  export.  Subparagraphs  (A)  and 
(B)  of  this  bill  would  authorize  the  same 
priorities  on  contracts  for  foreign  coun¬ 
tries  whose  defense  is  deemed  vital,  and 
on  all  other  contracts  when  necessary  or 
appropriate  to  the  promotion  of  the  de¬ 
fense  program.  But  section  2  (a)  does 
not  permit  priorities  to  put  one  Govern¬ 
ment  contract  ahead  of  another.  We 
must  provide  for  fitting  together  the 
three  general  classes  of  priorities,  so  that 
between  them  it  is  also  possible  to  put 
first  things  first.  This  will  be  accom¬ 
plished  by  the  sentence  set  forth  in  lines 
14  to  16  on  page  2  of  the  bill. 

Coming  to  the  next  sentence  of  the  bill, 
a  priorities  system,  in  its  broadest  as¬ 
pects,  must  contain  safeguards  against 
acute  shortages  of  essential  materials 
arising.  An  effective  safeguard  will  pro¬ 
vide  for  taking  steps  to  conserve  the  sup¬ 
ply  of  such  materials  before  the  shortages 
become  acute. 

Under  the  broadest  interpretation  of 
section  2  (a)  the  best  that  can  be  done 
now  is  to  exercise  industry-wide  control 
over  supplies  of  materials  and  products 
in  which  acute  shortages  have  occurred. 
That  is  not  sufficient. 

As  the  set-up  is  today  the  Priority 
Board  can  only  deal  with  it  after  this 
shortage  has  occurred.  Therefore  in  this 
bill,  by  making  surveys  of  the  industry 
and  making  it  mandatory  and  obligatory 
on  the  part  of  the  industry,  the  Priority 
Board  can  be  apprised  of  the  shortage  in 
any  material,  such  as  aluminum,  tin, 
zinc,  copper,  and  so  forth,  and  can  there¬ 
fore  allccate  them  throughout  the  in¬ 
dustry. 

Furthermore,  the  mere  mention  of  an 
acute  shortage  implies  that  during  a  na¬ 
tional  emergency  civilian  needs  must 


suffer  at  the  expense  of  defense  needs. 
But  this  does  not  mean  that  civilian  needs 
are  to  be  disregarded.  It  is  very  im¬ 
portant,  therefore,  that  authority  exist 
for  allocating  from  available  supplies, 
first,  to  fill  vital  defense  requirements, 
and  secondly,  to  civilian  needs  in  the 
order  of  their  importance. 

As  I  have  said  before,  we  must  assure 
that  the  defense  program  is  geared  into 
civilian  economy,  so  that  their  various 
needs  receive  the  consideration  which  is 
due  them,  and  so  that  items  of  private 
luxury  are  not  allowed  to  get  out  of  hand 
to  the  detriment  of  our  national  security 
and  well-being. 

The  sentence  beginning  on  line  16  and 
ending  on  line  22,  page  2  of  the  bill,  if 
enacted  into  law,  will  furnish  this  im¬ 
portant  contribution  to  our  national- 
defense  structure. 

Intelligent  and  effective  operation  of 
this  complete  priorities  system  demands 
full  information  of  such  matters  as  sup¬ 
plies  and  requirements  of  materials,  pro¬ 
ductive  capacities,  inventories,  and  uses. 
This  information  can  be  obtained  only 
from  industry.  ^ 

It  is  idle  to  say  that  full  information 
can  be  had  on  a  voluntary  basis.  Ex¬ 
perience  has  taught  the  Priorities  Board 
that  a  supply  of  information,  necessary 
to  the  administration  of  statutes,  must 
be  mandatory.  So  the  next  sentence  of 
the  bill,  beginning  on  line  23,  has  been 
included.  It  will  give  a  statutory  right 
to  get  the  information  needed  to  operate 
the  priorities  system. 

I  have  heretofore  explained  the  dan¬ 
gers  inherent  to  manufacturers  in  the 
acceptance  of  voluntary  preference  rat¬ 
ings  on  Government  contracts.  In  all 
fairness  to  them  there  is  also  need  for 
protection  with  respect  to  mandatory 
ratings.  In  this  situation  the  manufac¬ 
turer  knows  when  he  accepts  a  Govern¬ 
ment  order  that  he  may  be  required  to 
postpone  deliveries  under  orders  from 
private  customers  which  he  has  already 
negotiated,  or  he  may  even  have  to  abro¬ 
gate  the  private  contract. 

There  is  some  legal  doubt  whether, 
under  such  circumstances,  he  could,  in 
certain  jurisdictions,  plead  impossibility 
of  performance  as  an  answer  to  suit  on 
the  private  contract.  It  might  well  be 
argued  that  he  accepted  his  Government 
contract,  well  knowing  that  it  involved  a 
default  on  his  private  contracts,  and  that 
he,  not  the  Government,  caused  the 
default. 

To  save  harmless  the  manufacturer, 
by  giving  him  clear  statutory  protection, 
is  the  purpose  of  the  sentence  beginning 
on  line  2  of  page  3. 

The  last  provision  of  the  bill  will  au¬ 
thorize  the  President  to  delegate  his  au¬ 
thority  thereunder  to  the  appropriate 
department  or  agency  for  its  adminis¬ 
tration. 

It  is  the  committee’s  contention  that 
H.  R.  4534  should  be  enacted  into  law,  in 
order  that  clear  statutory  authority  will 
exist  to  deal  adequately  with  all  the  com¬ 
plex  problems  of  preparing  an  all-out 
defense  for  this  country  of  living  up  to 
our  policy  of  serving  as  the  arsenal  for 
democracy,  and  of  doing  all  this  with 
intelligent  consideration  for  civilian 
economy. 
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Mr.  Chairman,  I  think  that  covers 
fully  all  phases  of  the  bill.  If  there  are 
any  questions  that  any  member  of  the 
committee  desires  to  ask,  I  should  be  glad 
to  endeavor  to  answer  them. 

Mrs.  BOLTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  VINSON  of  Georgia.  Yes. 

Mrs.  BOLTON.  If  I  understood  the 
gentleman  correctly,  he  said  that  under 
the  terms  of  the  bill  it  is  possible  that 
real  harm  might  be  done  in  this  respect. 

Mr.  VINSON  of  Georgia.  I  am  frank 
to  say  this  bill  is  far-reaching,  because, 
as  pointed  out  by  the  gentleman  from 
Michigan  [Mr.  Michener]  under  the  ad¬ 
ministration  of  someone  who  is  reckless 
a  great  deal  of  harm  could  be  done.  We 
must  rely  upon  proper  administration  of 
this  by  the  proper  officials.  As  long  as 
we  have  Mr.  Stettinius  at  the  head  of  it 
I  am  willing  to  grant  to  him  this  far- 
reaching  power. 

Mrs.  BOLTON.  What  certainty  have 
we  that  he  will  remain  at  the  head  of 
it? 

Mr.  VINSON  of  Georgia.  I  am  hoping 
that  the  President  is  so  impressed  with 
the  great  work  he  is  doing  that  he  would 
hesitate  to  remove  him.  Of  course,  we 
have  no  guaranty  that  Mr.  Stettinius  is 
going  to  be  there. 

Mrs.  BOLTON.  The  committee,  then, 
would  expect  us  to  back  a  man - 

Mr.  VINSON  of  Georgia.  A  man  like 
Mr.  Stettinius. 

Mrs.  BOLTON.  And  make  a  law  on 
that  principle  when  we  pass  a  bill  here 
in  the  House? 

Mr.  VINSON  of  Georgia.  Every  bill 
is  based  upon  that.  As  far  as  the  Con¬ 
gress  is  concerned,  a  Congress  with  bad 
men  in  it  could  almost  wreck  the  country. 

Mrs.  EOLTON.  Perhaps  it  is. 

Mr.  VINSON  of  Georgia.  So  it  is  with 
reference  to  every  board  where  human  in¬ 
genuity  is  involved.  Of  course,  you  have 
to  rely  upon  the  men  who  administer  it. 
That  is  true  of  the  courts.  You  could 
ruin  the  country  with  bad  men  as  judges. 

Mrs.  BOLTON.  But  we  never  have 
passed  a  bill  on  that  principle. 

Mr.  VINSON  of  Georgia.  We  are  not 
passing  this  bill  entirely  on  that  prin¬ 
ciple.  The  main  principle  of  this  bill  is  to 
organize  industry  and  coordinate  it  in  its 
proper  part  to  the  national-defense  pro¬ 
gram. 

Mrs.  BOLTON.  And  it  is  most  neces¬ 
sary? 

Mr.  VINSON  of  Georgia.  Yes.  I  think 
we  have  to  trust  somebody.  We  are  for¬ 
tunate  in  having  a  board  of  this  type 
and  to  be  able  to  place  the  administration 
of  this  bill  in  the  hands  of  such  a  board. 

Mrs.  BOLTON.  Though  we  have  no 
assurance  that  it  will  stay  there. 

Mr.  VINSON  of  Georgia.  Not  a  bit, 
any  more  than  we  have  that  people  will 
send  you  and  me  back  and  not  send  some¬ 
body  who  might  wreck  what  we  are  try¬ 
ing  to  do. 

Mrs.  BOLTON.  I  thank  the  gentle¬ 
man. 

Mr.  DEWEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  VINSON  of  Georgia.  Yes;  I  yield. 

Mr.  DEWEY.  May  I  ask  the  gentle¬ 
man  if  the  advice  and  consent  of  the  Sen¬ 
ate  is  required  in  the  appointment  of  the 
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coordinator  or  chairman  who  is  to  wield 
these  powers? 

Mr.  VINSON  of  Georgia.  No;  it  is  not. 

Mr.  DEWEY.  Would  it  be  advisable, 
as  we  are  doubtful  as  to  who  will  be  there 
in  perpetuity? 

Mr.  VINSON  of  Georgia.  Of  course,  it 
is  not  in  perpetuity.  This  act  is  only  for 
2  years.  This  act  expires  on  June  30, 
1942. 

Mr.  DEWEY.  But  during  that  period  a 
great  deal  of  damage  might  be  done. 

Mr.  VINSON  of  Georgia.  But  you 
see  the  bill  is  merely  amending  section  2 
of  the  act  which  provides  that  “when¬ 
ever  the  President  of  the  United  States 
finds  it  to  be  in  the  interest  of  national 
defense,”  and  so  forth,  he  may  authorize 
to  negotiate  contracts,  and  so  forth.  In 
that  act  we  conferred  upon  the  President 
priority  over  domestic  account  and  ex¬ 
ports.  Then  the  President  on  January  7 
created  a  Priority  Board  in  the  O.  P.  M. 
We  are  merely  backing  up  that  Board 
that  the  President  has  created.  We  are 
not  creating  any  new  board  at  all  by  this 
act.  We  are  merely  adding  some  addi¬ 
tional  priorities  in  the  act  that  I  have 
referred  to.  But,  as  I  pointed  out,  the 
President  did  establish  priorities  by  Ex¬ 
ecutive  order.  Now,  we  are  coming  along 
and  trying  to  clothe  by  statute  the  same 
authority  in  that  Priority  Board. 

Mr.  TREADWAY.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  VINSON  of  Georgia,  I  yield. 

Mr.  TREADWAY.  One  thought  oc¬ 
curs  to  me  in  listening  to  the  very  excel¬ 
lent  description  which  the  gentleman  has 
given  of  the  measure.  I  understood  him 
to  say  that  the  contractor  was  practically 
putting  his  head  on  the  chopping  block. 

Mr.  VINSON  of  Georgia.  Yes.  Now, 
this  is  very  important. 

The  CHAIRMAN.  The  time  of  the 
gentleman  has  again  expired. 

Mr.  VINSON  of  Georgia.  I  yield  my¬ 
self  5  additional  minutes,  Mr.  Chairman. 

Suppose  a  contractor  today  has  a  con¬ 
tract  from  you  and  at  the  same  time  has 
a  Government  contract,  and  the  Govern¬ 
ment,  through  its  Priority  Board,  says  to 
him,  “You  must  fill  our  Government  con¬ 
tract.”  Therefore  the  contractor  has  ob¬ 
ligated  himself  to  deliver  your  goods  on  a 
certain  date.  You  might  say  to  him, 
“Why,  you  did  not  perform  your  contract 
and  therefore  I  have  suffered  damages.” 

By  making  it  mandatory  and  by  pass¬ 
ing  a  law  dealing  with  that  we  relieve 
the  manufacturer  of  that  uncertainty 
and  of  that  liability. 

Mr.  TREADWAY.  In  other  words,  are 
you  not  taking  his  head  off  of  the  chop¬ 
ping  block  by  relieving  him  of  his  liability 
under  his  contract? 

Mr.  VINSON  of  Georgia.  But  when 
he  follows  the  voluntary  system  today  he 
is  putting  his  head  on  the  chopping 
block. 

Mr.  TREADWAY.  Then  by  making  it 
mandatory  to  fulfill  the  Government  con¬ 
tract  you  are  relieving  him? 

Mr.  VINSON  of  Georgia.  We  relieve 
him  of  any  legal  obligation  because  the 
Government  by  this  law  has  made  it  im¬ 
possible  for  him  to  fill  his  contract  for 
you. 

Mr.  TREADWAY.  One  more  idea: 
Suppose  there  is  a  marked  difference  in 


the  price  at  which  the  contractor  is  offer¬ 
ing  goods  to  the  private  individual  and 
the  price  under  the  Government  con¬ 
tract,  he  would  then  lose,  would  he  not? 

Mr.  VINSON  of  Georgia.  Well,  that  is 
not  involved  in  this  question. 

Mr.  TREADWAY.  I  think  the  ex¬ 
planation  the  gentleman  has  given  of 
the  chopping  block  is  that  the  contractor 
is  relieved? 

Mr.  VINSON  of  Georgia.  Why,  cer¬ 
tainly.  This  bill  is  in  the  interest  of  every 
contractor  who  is  trying  to  do  what  the 
Priority  Board  wants  done. 

Mr.  COLE  of  New  York.  On  that  same 
subject,  the  very  fact  that  the  contractor 
may  be  relieved  from  any  damages  on 
waiver  of  his  liability  contemplates  that 
somebody  must  have  suffered  some  dam¬ 
age  some  place  because  of  the  exercise 
of  this  priority. 

Mr.  VINSON  of  Georgia.  That  is 
right. 

Mr.  COLE  of  New  York.  Why  should 
we  think  this  law  is  necessary  in  the  in¬ 
terest  of  national  defense?  Why  should 
we  expect  any  private  businessman  who 
may  have  entered  into  a  contract  which 
was  affected  by  some  priority  order  and 
through  that  order  he  suffered  a  damage, 
why  should  we  expect  a  private  concern, 
firm,  corporation,  or  establishment  to 
bear  the  entire  burden  of  the  damage? 

Mr.  VINSON  of  Georgia.  On  the  prin¬ 
ciple  that  everything  must  stand  aside 
for  the  national-defense  program.  The 
individual  must  make  sacrifices,  every¬ 
body  must  make  sacrifices. 

Mr.  COLE  of  New  York.  Has  any  con¬ 
sideration  at  all  been  given  to  the  ques¬ 
tion  of  the  Government’s  bearing  the  ex¬ 
pense  of  any  damage? 

Mr.  VINSON  of  Georgia.  No,  not  at 
all.  We  would  not  be  justified  in  doing 
that,  because  then  nobody  would  have 
made  any  sacrifice. 

Mr.  COLE  of  New  York.  If  damage 
has  resulted  from  an  order  issued  in  the 
interest  of  national  defense,  it  would 
seem  to  me  that  the  Nation  itself  should 
bear  the  damage. 

Mr.  VINSON  of  Georgia,  I  do  not 
agree  with  the  gentleman  at  all.  I  feel 
that  everything  must  give  way  for  the 
national  defense,  and  if  the  goods  of  a 
private  customer  cannot  be  delivered  be¬ 
cause  priority  must  be  given  to  the 
national  defense,  then  it  is  just  one  of 
those  things  where  the  rights  of  the  Gov¬ 
ernment  must  come  ahead  of  those  of 
the  individual. 

Mr.  HALLECK.  At  any  rate  it  is  defi¬ 
nite  that  there  is  no  contemplation  of 
reimbursement. 

Mr.  VINSON  of  Georgia.  Not  a  bit. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  VINSON  of  Georgia.  I  yield. 

Mr.  HALLECK.  If  performance  of  a 
contract  is  excused  by  passage  of  this 
legislation,  does  not  that  involve  the  tak¬ 
ing  of  a  valuable  right  from  an  indi¬ 
vidual  even  as  the  taking  of  property 
for  an  Army  camp  involves  the  taking  of 
a  valuable  property  right? 

Mr.  VINSON  of  Georgia.  That  ques¬ 
tion  of  whether  he  had  been  deprived  of 
some  right  might  arise,  but  one  of  the 
purposes  is  for  industry  to  understand 
that  if  they  take  a  Government  contract 


and  have  a  private  contract,  and  if  they 
must  postpone  that  private  contract,  the 
private  individual  has  not  any  grounds 
for  bringing  suit  against  the  manufac¬ 
turer  because  the  Government  has 
stepped  in  and  made  it  impossible  for 
him  to  fulfill  his  contract. 

[Here  the  gavel  fell.] 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  how  much  more  time  have  I? 

The  CHAIRMAN.  The  gentleman 
from  Georgia  has  consumed  30  minutes. 

Mr.  VINSON  of  Georgia.  Mi’.  Chair¬ 
man,  will  the  gentleman  from  Minnesota 
yield  me  2  minutes? 

Mr.  MAAS.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  Georgia. 

Mr.  HALLECK.  Does  not  the  gentle¬ 
man  think  that  if  under  the  provisions  of 
this  legislation  we  take  a  valuable  right 
from  an  individual,  even  though  it  is  for 
the  purpose  of  national  defense,  we  ought 
to  follow  the  practice  that  has  been  uni¬ 
formly  established,  as  I  understand  it, 
of  compensating  the  individual  who  has 
been  adversely  affected? 

Mr.  VINSON  of  Georgia.  Let  me  ex¬ 
plain  it  this  way:  It  has  all  been  done 
voluntarily  so  far.  If  a  manufacturer 
gets  two  contracts,  one  from  the  Govern¬ 
ment  and  one  from  a  private  contractor, 
and  the  Priorities  Board  says  to  him  that 
it  is  necessary  for  him  to  get  out  the 
Government  work  first,  he  might  not  be 
able  to  fulfill  his  contract  with  the  pri¬ 
vate  individual.  We  are  removing  the 
voluntary  feature  and  making  it  obliga¬ 
tory,  mandatory  on  the  manufacturer  to 
fulfill,  if  the  Priorities  Board  thinks  it 
should  be  filled  first,  the  Government 
contract  before  he  touches  the  private 
contract.  Under  certain  phases,  as  the 
gentleman  suggests,  I  can  see  where  a 
private  individual  might  possibly  bring 
suit  against  the  manufacturer  on  the 
ground  that  he  had  suffered  damages; 
but  I  am  not  trying  to  adjudicate  such  a 
question;  I  am  only  trying  to  make  it 
compulsory  on  the  part  of  the  manufac¬ 
turer  to  deliver  the  Government’s  orders 
when  the  Priorities  Board  says  they  have 
preference. 

Mr.  HALLECK.  Has  the  gentleman 
given  any  thought  to  the  constitutional 
inhibition  against  the  impairment  of  a 
contract? 

Mr.  VINSON  of  Georgia.  No. 

Mr.  HOFFMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  VINSON  of  Georgia.  I  yield. 

Mr.  HOFFMAN.  As  I  gather  the  pur¬ 
pose  of  this  bill,  it  is  to  compel  industry 
to  perform  its  contracts  for  national  de¬ 
fense. 

Mr.  VINSON  of  Georgia.  Without  get¬ 
ting  into  any  litigation. 

Mr.  HOFFMAN.  How  can  they  per¬ 
form — the  gentleman  gets  the  rest  of  it? 

Mr.  VINSON  of  Georgia.  Yes;  I  get 
the  rest  of  it. 

Mr.  HOFFMAN.  How  can  an  indus¬ 
trialist  perform  when,  as  Mr.  Green  said 
before  the  Judiciary  Committee  yester¬ 
day  or  day  before,  you  cannot  compel  a 
man  to  work  in  a  factory? 

Mr.  VINSON  of  Georgia.  That  is  true, 
you  cannot  compel  a  man  to  work  any- 
.  where,  but  just  as  soon  as  the.  House 
passes  the  so-called  Vinson  labor  bill  the 
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condition  will  pick  up  far  better  for  the 
defense  program. 

[Here  the  gavel  fell.] 

Mr.  MAAS.  Mr.  Chairman,  I  yield 
myself  5  minutes. 

Mr.  Chairman,  this  bill  is  essential  to 
carry  through  the  defense  program.  It 
is  true  that  there  is  a  Priorities  Board  at 
present,  which  is  endeavoring  to  allocate 
the  various  raw  materials  and  partially 
finished  products  in  a  system  of  priorities 
to  assure  orderly  defense  production. 
However,  there  is  great  limitation  on 
what  can  be  done  with  the  limited  au¬ 
thority  that  does  exist  by  law,  and  most 
of  it  is  being  done  by  Executive  order. 
While  it  is  true  that  virtually  all  of  the 
things  that  are  sought  in  this  bill  are  in 
effect  being  done  today,  it  would  be  far 
wiser  to  do  this  by  law.  I  think  the 
essence  of  a  democracy  is  to  rule  by  law 
and  not  by  Executive  order.  The  things 
that  must  be  done  in  the  Priorities  Board 
are  absolutely  essential  if  our  defense 
program  is  to  be  carried  out,  so  it  must 
be  done  either  by  Executive  order  with 
the  consent  of  those  involved  or  by  law. 
On  the  basis  of  the  proposed  law,  every¬ 
one  will  know  exactly  the  situation.  It 
is  unfair  to  expect  some  concerns  to 
comply  voluntarily  with  priorities  re¬ 
quests  and  other  concerns  who  may  be 
competitors  refuse  to  do  so,  thereby  put¬ 
ting  the  patriotic  concern  in  a  most  dis¬ 
advantageous  position. 

This  bill  assures  that  all  will  be  treated 
alike;  and,  of  course,  it  is  essential  that 
we  absolve  concerns  from  liability  under 
private  contracts  by  reason  of  their  com¬ 
pliance  with  the  priority  orders.  I  see 
nothing  controversial  in  the  bill.  The 
priority  law  that  exists  today  relates  only 
to  Army  and  Navy  orders,  yet,  that,  of 
course,  does  not  begin  to  meet  the  prob¬ 
lem.  It  must  be  extended  to  all  indus¬ 
try  and  to  the  lease-lend  program,  as 
that  is  now  a  definite  part  of  our  national 
policy. 

Mr.  Chairman,  I  yield  5  minutes  to  the 
distinguished  gentleman  from  Michigan 
[Mr.  Wolcott], 

Mr.  WOLCOTT.  Mr.  Chairman,  I  was 
rather  alarmed  when  the  very  distin¬ 
guished  chairman  of  the  Committee  on 
Naval  Affairs  said,  in  substance,  that 
there  would  have  been  some  hesitancy 
on  the  part  of  the  Committee  on  Naval 
Affairs  to  report  this  bill  out  had  Mr. 
Stettinius  not  been  in  charge  of  the  pro¬ 
gram.  I  believe  we  all  have  a  great  deal 
of  faith  and  confidence  in  the  ability  of 
Mr.  Stettinius,  but  I  believe  the  state¬ 
ment  of  the  gentleman  lends  all  the  more 
weight  to  the  argument  which  is  being 
used  today  that  if  the  United  States  goes 
to  war,  by  that  act  we  destroy  the  Amer¬ 
ican  form  of  government. 

Some  years  ago  we  were  asked  to  give 
consideration  to  what  has  been  com¬ 
monly  referred  to  as  the  I.  M.  P.  pro¬ 
gram — the  industrial  mobilization  pro¬ 
gram — which  was  advocated,  I  under¬ 
stand,  by  the  War  and  Navy  Depart¬ 
ments,  and  which  was  so  far-reaching 
that  we  would  not  even  consider  the  pro¬ 
posal  because  we  knew  that  if  that  plan 
was  enacted  into  law  it  would  mean  the 
end  of  the  American  form  of  govern¬ 
ment.  I  am  not  so  sure  but  that  we 


are  being  asked  to  adopt  piecemeal  the 
industrial  mobilization  plan. 

Last  year,  you  recall,  we  had  a  bill  be¬ 
fore  us  which  authorized  loans  .of  $500,- 
000,000  to  the  South  American  republics. 
At  that  time  it  was  found  necessary  or 
expedient  to  acquire  some  excess  stocks 
of  strategic  materials — rubber,  manga¬ 
nese,  nickel,  tin,  and  so  forth — and  so 
we  added  to  that  bill  a  provision  that 
the  Reconstruction  Finance  Corporation 
would  have  the  authority  to  set  up  sub¬ 
sidiary  corporations  to  acquire  and  hold 
these  strategic  materials. 

There  has  been  set  up  under  that  plan 
the  Defense  Plant  Corporation,  the  De¬ 
fense  Supplies  Corporation,  the  Metals 
Reserve  Company,  and  the  Rubber  Re¬ 
serve  Company,  all  of  which  today,  in 
addition  to  the  powers  contained  in  their 
charters  to  purchase  and  hold  strategic 
and  critical  materials,  are  exercising  the 
right  to  administer  a  program  of  priori¬ 
ties  to  independent  business. 

We  are  going  to  be  asked  within  the 
next  week  to  broaden  the  powers  of  these 
corporations  in  language  which  this 
House  repudiated  last  year  when  these 
corporations  were  set  up.  The  bill  is 
known  as  H.  R.  4320,  reported  out  of  the 
Committee  on  Banking  and  Currency 
yesterday.  It  provides  that,  in  addition 
to  the  powers  already  granted  to  these 
corporations,  they  shall  have  such  powers 
as  may  be  necessary  in  order  to  expedite 
the  defense  program,  including,  but  not 
limited  to,  the  powers  contained  in  the 
act  by  which  they  were  created.  In  other 
words,  the  sky  is  the  limit. 

Let  us  develop,  therefore,  the  whole 
picture  of  which  this  bill  is  one  very 
important  part.  We  set  up  corporations 
to  acquire  and  held  excess  stocks  of  stra¬ 
tegic  materials.  They  have  assumed  the 
power  to  deal  these  strategic  materials 
cut  to  industry  as  they  see  fit.  This  bill 
is  the  third  very  important  phase  of  a 
program  which,  if  it  is  maladministered, 
and  it  may  be  as  maladministered  as  are 
several  other  agencies  in  this  country,  can 
create  a  Fascist  state  in  America  by  the 
socialization  of  American  industry.  I 
think  we  have  given  very  superficial  con¬ 
sideration  to  this  program.  [Applause.] 

[Here  the  gavel  fell.] 

Mr.  MAAS.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Montana 
[Mr.  O’Connor]. 

Mr.  O’CONNOR.  Mr.  Chairman,  I 
believe  that  the  Congress  is  confronted 
with  the  most  serious  condition  of  affairs 
that  has  ever  confronted  this  Nation. 
We  have  men  in  appointive  positions 
who  assume  the  power  to  make  commit¬ 
ments  on  behalf  of  the  American  people 
to  foreign  governments — men  who  have 
never  had  the  intestinal  fortitude  to  go 
before  the  American  people  for  the  elec¬ 
tion  to  any  position.  Who  is  this  man 
Knox,  who  is  making  the  commitment  to 
Great  Britain  that  we  must  furnish  her 
our  boys  to  do  her  fighting  in  violation 
of  every  pledge  to  our  people?  Who 
ever  gave  him  the  authority  to  make 
such  a  monstrous  statement? 

I  call  your  attention  to  something  else, 
and  I  hope  you  will  remember  his  words. 
They  appear  in  the  testimony  offered 


before  the  Subcommittee  on  Appropria¬ 
tions  of  the  House  when  the  hearings 
were  being  held  on  the  $7,000,000,000  bill. 
Get  his  words.  Mr.  Knox  is  on  the 
witness  stand: 

Mi-.  Ditter.  Now,  I  should  like  to  ask  a 
question  of  the  Secretary  of  the  Navy:  Mr. 
Knox,  is  it  anticipated  at  this  time  that  the 
Coast  Guard  is  to  be  transferred  from  the 
Treasury  Department  to  the  Navy? 

Pay  attention  to  the  reply: 

Secretary  Knox.  Not  at  this  time;  no,  sir. 

Mr.  Ditter.  In  other  words,  nothing  has 
been  done  toward  that  end? 

Secretary  Knox.  No,  sir;  except  that  we 
have  the  plans  all  ready,  in  case  of  war — 

In  case  of  war  that  transfer  will  be 
made.  That  is  his  testimony. 

He  goes  on — 

whereby  the  Coast  Guard  will  become  a  part 
of  the  Navy. 

Now  what  do  they  do? 

I  hold  in  my  hand  a  copy  of  the  Balti¬ 
more  Sun,  and  from  it  I  read  this 
article: 

Washington,  May  7. — Exercising  once 
again  its  prerogative  in  time  of  emer¬ 
gency,  the  Navy  today  announced  the  taking 
over  from  the  Treasury  of  the  seagoing  craft 
of  the  United  States  Coast  Guard. 

The  action,  approved  by  the  President, 
makes  available  to  the  Navy  34  large  cutters, 
7  of  which  may  be  regarded  as  potential 
combat  vessels,  and  a  variety  of  small  craft 
capable  of  performing  highly  useful  naval 
service. 

Mr.  Chairman,  that  was  to  be  done 
only  in  case  of  war,  according  to  him 
when  he  was  asking  for  the  $7,000,000,- 
000.  Has  the  Secretary  of  the  Navy, 
Mr.  Knox,  whom  the  American  people 
do  not  know  except  a  few  of  them  know 
him  as  a  newspaperman  in  Chicago  and 
a  Cabinet  officer,  the  power  to  put  this 
country  into  war?  Now  he  considers 
that  he  and  Mr.  Stimson  have  put  us  in 
the  war  and  that  we  are  in  the  war  and 
therefore  he  makes  the  transfer.  I  am 
not  objecting  to  the  transfer,  but  I  am 
objecting  to  this  man  attempting  to 
speak  with  such  authority.  If  I  can  read 
the  Constitution,  the  power  to  declare 
war  rests  with  Congress  only?  We  have 
that  power.  It  is  being  usurped,  and  we 
are  letting  him  get  away  with  it.  That 
is  the  danger  with  which  we  are  con¬ 
fronted  today.  Men  without  legal  au¬ 
thority  but  assuming  authority  are  com¬ 
mitting  this  Government  to  a  policy  that 
means  the  slaughter  of  the  flower  of  our 
young  men  of  this  country. 

Mr.  HOFFMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  O’CONNOR.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  HOFFMAN.  What  is  this  Con¬ 
gress  doing  about  it? 

Mr.  O’CONNOR.  That  is  what  I  want 
to  know,  What  we  are  doing  about  it? 
We  are  taking  it  lying  down. 

Mr.  HOFFMAN.  The  gentleman  be¬ 
longs  over  on  the  majority  side. 

Mr.  O’CONNOR.  There  is  no  politics 
in  this.  I  do  not  know  who  authorized 
him  to  speak,  but  we  are  letting  an  ap¬ 
pointed  officer  try  to  commit  130,000,000 
American  people  to  a  policy  to  which 
none  of  us  has  subscribed. 
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I  do  not  think  there  was  a  single  man 
running  for  Congress  in  a  debatable  dis¬ 
trict  or  for  that  matter,  from  the  Presi¬ 
dent  down,  who  did  not  try  to  assure  the 
American  people  that  he  would  keep  your 
boys  out  of  Europe  and  out  of  foreign 
wars.  I  recall  distinctly  the  statements 
of  Mr.  Willkie  and  Mr.  Roosevelt,  the 
President  of  the  United  States,  then  a 
candidate  for  reelection,  although  I  may 
say  that  so  far  as  Mr.  Willkie  is  con¬ 
cerned,  his  words  did  not  amount  to 
much  then,  they  do  not  amount  to  any¬ 
thing  now  as  he  admits  they  were 
campaign  oratory,  but  Mr.  Roosevelt  was 
trying  to  assure  the  American  people  that 
if  he  was  elected  the  boys  would  not  be 
sent  to  Europe.  But  here  Mr.  Knox 
comes  out  with  the  statement  this  morn¬ 
ing  that  we  are  committed  to  send  our 
manpower  to  Europe.  That  is  what  is 
going  on.  [Applause.] 

[Here  the  gavel  fell.] 

Mr.  MAAS.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  New  York 
[Mr.  Reed], 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  the  membership  of  the  House  knows 
of  course,  that  there  is  a  tax  proposal 
before  the  Ways  and  Means  Committee 
which,  if  the  rates  are  embodied  in  legis¬ 
lation  and  enacted  by  the  House,  as  sub¬ 
mitted,  the  measure  will  raise  $3,500,- 
000,000. 

The  theory  upon  which  the  tax  is 
being  imposed  is  that  it  must  take  from 
the  people  a  sufficient  amount  of  revenue 
to  prevent  them  from  purchasing  con¬ 
sumer  goods — just  think  of  that — so 
their  spending  money  may  be  diverted 
from  the  things  that  they  may  want  into 
national-defense  channels.  The  theory 
of  that,  of  course,  is  to  prevent  inflation, 
and  co  some  extent  perhaps  it  will,  but 
although  the  same  theory  was  pursued  in 
England  it  failed  to  prevent  an  inflation 
of  prices.  I  have  not  the  time  to  go  into 
that  now,  but  it  is  sufficient  to  say  that 
under  controls  and  taxation  the  prices 
soared  in  Great  Britain  in  spite  of  the 
theory  of  having  the  government  take 
over  the  spending  power  of  the  people  in 
order  to  prevent  inflation. 

Now,  there  is  not  any  question  as  to 
where  we  are  being  taken  at  the  present 
time.  I  am  not  relying  on  information 
that  is  coming  from  our  own  Government 
sources.  There  is  so  much  subterfuge 
and  fraud  in  the  information  that  is  be¬ 
ing  passed  out  to  the  people  that,  of 
course,  their  thoughts  are  confused  and 
they  still  think  that  all  of  these  steps 
may  be  taken  without  our  getting  into 
war,  but  there  is  one  source  of  authentic 
information  which  any  Member  can 
examine  and  know  the  truth.  If  you  will 
read  the  more  conservative  publications 
of  Great  Britain,  you  will  understand 
exactly  where  we  are  going  and  when 
the  final  step  will  be  taken  and  exactly 
what  the  American  people  are  expected 
to  do  and  will  have  to  do  and  that,  of 
course,  includes  the  manpower  of  the 
United  States.  I  have  had  photostatic 
copies  made  of  pages  from  the  London 
Economist,  in  which  they  state  that  we 
will  be  nonbelligerent  in  1941,  belligerent 
in  1842,  with  the  full  armed  power  of 
this  continent  engaged  in  the  war.  I  put 


this  in  the  Record,  as  I  recall  it,  once 
before. 

As  we  are  going  down  this  path  to 
bloody  war,  this  foreign  war,  of  course, 
priorities  are  essential,  but  priorities  can 
be  greatly  abused.  Why  are  we  in  this 
situation?  Why  have  we  a  shortage  of 
essential  war  materials  that  requires  this 
drastic  legislation  in  regard  to  priorities? 
The  President  tells  us  that  he  saw  this 
thing  coming  for  a  long  time.  He  tells  us 
that  and,  of  course,  if  he  saw  it  coming 
for  a  long  time,  I  wonder  why  we  were 
shipping  these  essential  war  materials 
to  the  Axis  Powers.  We  have  sent  enough 
of  our  scrap  iron  and  our  copper  to  en¬ 
able  Japan  to  equip  a  large  fleet  of  bat¬ 
tleships  and  planes.  We  were  able,  as  I 
gave  the  figures  once  upon  the  floor  here, 
to  send  our  copper  and  our  supplies  to 
that  great  democracy,  Russia,  pouring 
them  in  there  to  help  defeat  some  of  the 
countries  like  Finland,  Norway,  and  other 
countries.  The  figures  showed  that  many 
of  the  essential  war  materials  that  we 
exported  were  finding  their  way  directly 
into  Germany.  It  was  only  shortly  after 
that  famous  speech  about  being  stabbed 
in  the  back  that  shipments  were  stopped 
to  Italy. 

So  we  have  been  pouring  these  essen¬ 
tial  war  materials  into  these  countries, 
but,  of  course,  now  we  face  a  situation 
where  we  have  to  have  priorities,  and  if 
they  are  not  applied  with  great  care  we 
are  going  to  close  down  the  small  indus¬ 
tries  that  are  the  economic  power  and 
strength  of  this  country.  We  are  going 
to  eliminate  pay  rolls  upon  which  the 
very  life  of  our  communities  depend,  and 
we  are  going  to  have  unemployment  and 
relief  problems  following  in  the  wake  of 
the  present  preparation  for  our  full  en¬ 
trance  into  the  war.  I  regret  I  have  not 
the  time  to  develop  this  matter  further. 
[Applause.] 

[Here  the  gavel  fell.] 

Mr.  MAAS.  Mr.  Chairman,  I  yield  the 
balance  of  the  time  to  the  gentleman  from 
Michigan  [Mr.  BlackneyL 

Mr.  BLACKNEY.  Mr.  Chairman,  the 
Committee  on  Naval  Affairs,  of  which  I 
have  the  honor  to  be  a  member,  unani¬ 
mously  reported  H.  R.  4534,  which  the 
House  is  considering  today.  This  bill 
amends  section  2  (a)  of  Public,  671,  of  the 
act  approved  June  28,  1940,  and  further 
extends  the  power  to  establish  priorities 
and  allocate  material. 

You  will  recall  that  on  January  7, 1941, 
the  Office  of  Production  Management  was 
created  by  Executive  orders.  The  Office 
of  Production  Management,  referred  to 
as  the  O.  P.  M.,  provides  for  three  divi¬ 
sions:  A  Division  of  Production,  a  Divi¬ 
sion  of  Purchases,  and  a  Division  of  Pri¬ 
orities.  This  bill,  under  consideration 
today,  expands  the  priority  power  previ¬ 
ously  given  to  that  division.  The  only 
mandatory  power  for  the  establishing  of 
priorities  is  derived  from  the  following 
clause  in  section  2  (a)  of  Public,  671, 
Seventy-sixth  Congress,  third  session,  in 
which  the  Director  of  Priorities  is  author¬ 
ized  to  exercise — 

deliveries  of  material  under  all  orders  placed 
pursuant  to  the  authority  of  this  section  and 
all  other  naval  contracts  or  orders  and  all 
Army  contracts  or  orders  shall,  in  the  dis¬ 
cretion  of  the  President,  take  priority  over 
all  deliveries  for  private  account  or  for  export. 


The  Director  of  Priorities  was  advised 
by  counsel  that  the  foregoing  statutory 
provision  permits  the  granting  of  manda¬ 
tory  priorities  only  with  respect  to  the 
deliveries  of  the  end  products — airplanes, 
tanks,  guns,  ammunitions,  and  so  forth — 
ordered  directly  by  the  Army  or  Navy 
and  the  material,  parts,  and  accessories 
which  enter  into  the  manufacture  of  such 
end  products,  under  contract  of  the  Army 
and  Navy.  This  statutory  provision  was 
inadequate  to  cover  the  urgency  of  the 
present  needs  of  the  defense  program  and 
left  out  many  important  contracts  and 
orders  essential  to  the  defense  program. 

E.  R.  Stettinius,  Director  of  Priorities, 
Office  of  Production  Management,  point¬ 
ed  out  four  situations  that  the  existing 
statute  did  not  cover: 

First.  Contracts  of  the  British  Empire 
and  other  foreign  governments  under  the 
lend-lease  bill. 

Second.  Contracts  for  the  expansion  of 
production  of  scarce  essential  material 
and  products. 

Third.  Contracts  of  other  agencies  of 
the  Government,  such  as  the  Coast  Guard, 
Maritime  Commission,  Panama  Canal, 
and  so  forth. 

Fourth.  Other  contracts  of  indirect  im¬ 
portance  to  national  defense. 

It  is  well  to  remember  also  that  the 
foregoing  statutory  provisions  permit 
priorities  to  be  granted  under  contracts 
“for  private  account  or  for  export”  but 
does  not  permit  the  establishment  of 
preferences  over  other  Government  con¬ 
tracts. 

The  report  and  hearings  accompanying 
H.  R.  4534  also  point  out  this  necessity: 

When  shortages  occur  and  are  imminent 
as  a  result  of  the  impact  of  the  defense  pro¬ 
gram,  it  is  necessary  to  take  steps  to  con¬ 
serve  the  existing  supply  for  defense  purposes 
and  to  direct  the  distribution  of  such  ma¬ 
terials  so  that  defense  needs  may  be  met,  and 
where  there  is  an  insufficient  surplus  to  meet 
all  civilian  needs,  it  is  further  necessary  to 
direct  such  surpluses  into  those  uses  which 
are  most  important  to  maintain  the  economy 
of  the  country  and  to  eliminate  the  uses 
which  are  least  important. 

Counsel  for  the  Director  of  Priorities 
pointed  out  that  this  authorization  was 
not  given  in  the  existing  statute  and, 
therefore,  the  necessity  of  the  pending 
bill. 

I  am  in  favor  of  the  passage  of  H.  R. 
4534  as  a  further  aid  in  expediting  the 
national  defense.  The  power  to  estab¬ 
lish  priorities  and  allocate  material  will 
be  one  of  the  strongest  steps  that  we  can 
take  toward  the  perfection  of  our  own 
national  defense.  [Applause.] 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Michigan  has  expired. 
All  time  has  expired.  The  Clerk  will 
read. 

The  Clerk  read  as  follows: 

Be  it  enacted,  etc.,  That  section  2  of  the 
act  approved  June  28,  1940  (Public,  No.  671, 
76th  Cong.) ,  as  amended,  is  amended  by  in¬ 
serting  “(1)”  after  “Sec.  2.  (a)”  and  by  add¬ 
ing  at  the  end  of  subsection  (a)  thereof  the 
following: 

“(2)  Deliveries  of  material  to  which  prior¬ 
ity  may  be  assigned  pursuant  to  paragraph 
(1)  shall  include,  in  addition  to  deliveries  of 
material  under  contracts  or  orders  of  the 
Army  or  Navy,  deliveries  of  material  under — 

“(A)  contracts  or  orders  for  the  Govern¬ 
ment  of  any  country  whose  defense  the  Pres- 
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ldent  deems  vital  to  the  defense  of  the  United 
States  under  the  terms  of  the  act  of  March  11, 
1941,  entitled  ‘An  act  to  promote  the  defense 
of  the  United  States’; 

“(B)  contracts  or  orders  which  the  Presi¬ 
dent  shall  deem  necessary  or  appropriate  to 
promote  the  defense  of  the  United  States; 
and 

“(C)  subcontracts  or  suborders  which  the 
President  shall  deem  necessary  or  appropriate 
to  the  fulfillment  of  any  contract  or  order 
as  specified  in  this  section. 

Deliveries  under  any  contract  or  order  speci¬ 
fied  in  this  section  may  be  assigned  priority 
over  deliveries  under  any  other  contract  or 
order.  Whenever  the  President  is  satisfied 
that  the  fulfillment  of  requirements  for  the 
defense  of  the  United  States  will  result  in 
a  shortage  in  the  supply  of  any  material  for 
defense  or  for  private  account  or  for  export, 
the  President  may  allocate  such  material  in 
such  manner  and  to  such  extent  as  he  shall 
deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense. 
The  President  shall  be  entitled  to  obtain  such 
information  from,  require  such  reports  by, 
and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may 
b  necessary  or  appropriate,  in  his  discretion, 
to  the  enforcement  or  administration  of  the 
provisions  of  this  section.  No  person,  firm,  or 
corporation  shall  be  held  liable  for  damages 
or  penalties  for  any  default  under  any  con¬ 
tract  or  order  which  shall  result  directly  or 
indirectly  from  his  compliance  with  any  rule, 
regulation,  or  order  issued  under  this  section. 
The  President  may  exercise  any  power,  au¬ 
thority,  or  discretion  conferred  on  him  by  this 
section,  through  such  department,  agency,  or 
officer  of  the  Government  as  he  may  direct 
and  in  conformity  with  any  rules  and  regula¬ 
tions  which  he  may  prescribe.” 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  I  present  the  following  amendment, 
proposed  by  my  colleague,  Mr.  Cox,  which 
I  send  to  the  desk. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Cox:  Page  3, 
strike  out  “The  President”  in  line  6,  and 
strike  out  lines  7  to  10,  inclusive,  and  insert: 

“(3)  The  President  may  exercise  any  power, 
authority,  or  discretion  conferred  on  him  by 
this  section  through  a  Director  of  Priorities 
(in  this  paragraph  called  the  ‘Director’), 
whom  he  is  authorized  to  appoint  by  and 
with  the  advice  and  consent  of  the  Senate. 
The  Director  shall  receive  compensation  at 
the  rate  of  $12,000  per  annum,  and  is  au¬ 
thorized  to  appoint  and  fix  the  compensation 
of  such  officers  and  employees  as  may  be 
necessary  to  carry  out  his  powers  under  this 
section.  The  Director  shall  exercise  his  pow¬ 
ers  under  paragraphs  (1)  and  (2)  of  this  sec¬ 
tion  with  the  assistance  of  industry  com¬ 
mittees,  which  he  is  hereby  directed  to  estab¬ 
lish  and  utilize,  and  upon  the  basis  of  infor¬ 
mation  furnished  to  him  by  such  industry 
committees  and  upon  the  basis  of  such  other 
information  as  he  deems  pertinent.  Such 
powers  shall  be  exercised  by  the  Director  only 
after  prior  approval  of  such  exercise  by  the 
Joint  Army  and  Navy  Munitions  Board.” 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  the  amendment  which  I  just  sent 
to  the  desk  is  an  amendment  offered  by 
my  colleague  the  gentleman  from  Geor¬ 
gia  [Mr.  Cox] .  At  the  time  I  offered  it  he 
happened  to  be  out  of  the  Chamber.  I 
ask  now  that  the  gentleman  from  Geor¬ 
gia  rMr.  Cox]  be  recognized  in  support  of 
his  amendment. 

Mr.  COX.  Mr.  Chairman,  this  amend¬ 
ment  follows  the  arguments  and  sugges¬ 
tions  that  will  be  found  in  the  Baruch  re¬ 
port  of  the  War  Industries  Board  of  the 
last  war.  The  main  purpose  of  the 


amendment  is  to  give  industry  an  op¬ 
portunity  to  be  heard.  These  commit¬ 
tees  provided  for  have  no  official  status 
other  than  that  to  be  accorded  represen¬ 
tatives  of  industry  occupying  an  advisory 
position.  The  further  purpose  of  the 
amendment  is  to  translate  into  statute 
the  Executive  order  relating  to  this  Board 
now  headed  by  Mr.  Stettinius.  A  further 
purpose  is  an  attempt  to  freeze  Mr.  Stet¬ 
tinius  into  the  organization,  to  guard 
against  an  urge  or  effort  to  make  it  pos¬ 
sible  to  move  him  out  and  substitute  some 
other  in  his  stead.  Gentlemen  debating 
the  rule  preceding  the  consideration  of 
the  bill  had  much  to  say  with  regard  to 
Mr.  Stettinius.  I  believe  the  whole  coun¬ 
try  has  great  confidence  in  him  and  I  be¬ 
lieve  that  industry  and  others  would  like 
to  see  him  kept  where  he  now  is.  This 
amendment  would  tend  to  accommodate 
that  situation  which  many  of  us  think  is 
a  need. 

Mr.  MARC  ANTONIO.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COX.  Yes. 

Mr.  MARCANTONIO.  In  other  words, 
the  gentleman’s  amendment  in  the  long 
run  would  bring  about  a  situation  where 
the  successor  to  Mr.  Stettinius  would 
have  to  be  confirmed  by  the  Senate. 

Mr.  COX.  The  amendment  carries 
that  provision,  but  I  am  not  so  much  in¬ 
terested  in  that  as  I  am  in  broadening 
the  provisions  of  the  bill  and  strengthen¬ 
ing  it  if  possible,  because  I  regard  this  as 
one  of  the  wisest  steps  which  Congress 
has  as  yet  been  urged  to  take.  We  ought 
to  know,  and  we  do  know,  I  am  sure,  not 
only  as  a  result  of  our  general  informa¬ 
tion  but  as  a  result  of  the  lesson  taught 
by  the  last  war,  that  the  mobilization  of 
industry  is  quite  as  important  as  is  the 
mobilization  of  men.  The  purpose  of  the 
bill  in  this  case  is  to  make  possible  an 
easy  mobilization  of  industry,  and  I  wish 
it  were  possible  that  the  bill  might  be 
accepted  without  a  dissenting  vote.  The 
amendment  that  I  propose  is  supported 
by  the  Baruch  report  and  gives  industry 
the  same  opportunity  to  submit  sugges¬ 
tions  and  to  offer  advice  as  was  carried 
on  in  the  War  Industries  Board  of  the 
last  war.  I  hope  the  chairman  of  the 
committee  in  charge  of  the  pending  bill 
may  find  the  amendment  acceptable  to 
him. 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  my  colleague  gave  me  the  privilege 
of  examining  his  amendment  before  he 
offered  it.  I  want  to  state  frankly  and 
candidly  that  I  think  the  amendment 
should  be  adopted  because  it  strengthens 
the  bill. 

Now,  let  us  understand  what  we  are 
doing.  We  are  amending  section  2  of  the 
speed-up  bill,  conferring  certain  addi¬ 
tional  authority  on  the  President.  To 
carry  that  out  the  President  set  up  what 
is  known  as  the  Priority  Board,  through 
the  Office  of  Production  Management,  by 
Executive  order,  on  January  7.  The 
Office  of  Production  Management  is 
broken  down  into  three  classes,  the  Di¬ 
vision  of  Production,  the  Division  of  Pur¬ 
chases,  and  the  Division  of  Priorities. 
Everything  that  the  Office  of  Production 
Management  does  about  it  has  only  the 
authority  of  an  Executive  order.  There 


is  no  statutory  authority  whatsoever  for 
the  activities  of  the  Office  of  Production 
Management  and  the  Division  of  Priori¬ 
ties.  The  amendment  offered  by  my  col¬ 
league  from  Georgia,  Mr.  Cox,  breathes 
statutory  life  into  the  Office  of  Production 
Management.  Why  should  it  not  do  so? 
As  one  Member  of  Congress,  I  want  to 
pass  laws  to  govern  the  American  people 
instead  of  governing  them  through  Ex¬ 
ecutive  orders.  [Applause.]  For  that 
very  reason  I  reported  a  bill  the  other 
day  from  the  Committee  on  Naval  Affairs 
seeking  to  carry  out  by  statute  what  the 
Mediation  Board  is  trying  to  do.  We  are 
here — we  are  here  to  legislate.  That  is 
what  we  are  paid  for.  When  we  have 
an  opportunity  to  do  so,  let  us  go  ahead 
and  do  it. 

Mr.  TABER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  VINSON  of  Georgia.  I  yield. 

Mr.  TABER.  How  long  would  the 
tenure  be? 

Mr.  VINSON  of  Georgia.  Two  years. 
It  is  fixed  in  the  bill.  The  other  thought 
in  the  bill  is  that  it  makes  it  mandatory 
that  whoever  heads  this  Priority  Division 
shall  be  confirmed  by  the  Senate.  Why 
should  not  the  man  who  almost  holds  the 
life  and  death  of  industry  in  this  country 
be  confirmed  by  the  Senate? 

In  addition  to  that,  we  create  by  this 
amendment  a  legislative  division  known 
as  the  Division  of  Priorities,  and  instead 
of  having  a  man  at  $1  a  year,  we  pay  him 
like  he  should  be  paid,  a  salary  commen¬ 
surate  with  the  responsibility. 

Another  thing:  I  am  getting  sick  and 
tired  of  so  many  dollar-a-year  men  com¬ 
ing  down  here.  [Applause.]  The  Gov¬ 
ernment  is  able  to  pay  them.  Let  the 
Government  pay  them. 

Mr.  MARCANTONIO.  Will  the  gentle¬ 
man  yield? 

Mr.  VINSON  of  Georgia.  I  yield. 

Mr.  MARCANTONIO.  Certainly  the 
gentleman  does  not  feel  that  the  dollar- 
a-year  men  are  losing  anything  on  the 
deal? 

Mr.  VINSON  of  Georgia.  Well,  I  hope 
they  are.  I  want  to  put  them  where  they 
will  not  be  criticized  by  such  innuendoes 
as  the  gentleman  from  New  York  [Mr. 
Marcantonio]  just  made. 

I  trust  this  amendment  will  be  adopted, 
because  it  establishes  legally  a  Priority 
Division  instead  of  by  Executive  order.  It 
creates  an  office  at  $12,000  a  year  and  the 
appointment  must  be  confirmed  by  the 
Senate.  Then  you  place  some  responsi¬ 
bility  through  the  Congress  on  the  Prior¬ 
ity  Division  instead  of  by  Executive  order. 
[Applause.] 

Mr.  MAAS.  Mr.  Chairman,  I  move  to 
strike  out  the  last  two  words. 

I  simply  want  to  say  I  thoroughly  en¬ 
dorse  everything  the  distinguished  chair¬ 
man  of  the  Committee  on  Naval  Affairs 
[Mr.  Vinson]  has  said.  I  certainly  hope 
this  amendment  will  be  adopted.  This 
office  is  going  to  wield  vast  power  and  it 
should  be  a  legislatively  created  office, 
controlled  by  the  Congress  and  subject  to 
confirmation  by  the  Senate. 

I  strongly  bespeak  for  the  adoption  of 
the  amendment. 

Mr.  CANFIELD.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  amendment 
may  again  be  reported. 


CONGRESSIONAL  RECORD— HOUSE 


3806 

The  CHAIRMAN.  Without  objection, 
the  Clerk  will  again  report  the  amend¬ 
ment  offered  by  the  gentleman  from 
Georgia  [Mr.  Cox]. 

There  being  no  objection,  the  Clerk 
again  reported  the  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Georgia  [Mr.  Cox]. 

The  amendment  was  agreed  to. 

Mr.  RICH.  Mr.  Chairman,  I  move  to 
strike  out  the  last  three  words. 

Mr.  Chairman,  when  we  adopt  this  bill 
we  just  take  one  more  step  in  giving  power 
to  the  Chief  Executive  to  conduct  the 
affairs  of  Government  and  one  more  step 
to  war. 

When  I  view  the  legislation  that  has 
been  put  on  the  books  in  the  past  2  or  3 
months — the  Conscription  Act,  the  lease- 
lend  bill,  the  $7,000,000,000  to  aid  Great 
Britain,  the  ship  seizure  bill  that  we 
passed  yesterday,  and  now  this  bill,  I 
wonder  just  where  we  are  going  and 
where  we  are  headed  for.  I  think  surely 
to  war.  I  wonder  if  the  Congress  knows 
where  it  is  leading  this  Nation.  Thank 
goodness,  I  voted  against  all  of  them. 

We  criticized  Italy  for  going  into  Ethi¬ 
opia  because  she  did  not  declare  war.  We 
criticized  Germany  for  going  into  Poland, 
to  Belgium,  to  Holland,  and  a  number  of 
other  countries  because  she  did  not  de¬ 
clare  war  on  them.  We  criticized  Japan 
when  she  went  into  China  and  fought  the 
Chinese  for  several  years  because  she  did 
not  declare  war.  Now,  what  are  we  do¬ 
ing?  Do  you  know?  You  are  doing  the 
same  thing.  The  American  people  do 
not  want  war.  I  have  been  doing  every¬ 
thing  I  can  to  keep  us  from  getting  into 
war,  and  I  propose  to  do  that  very  thing 
as  long  as  I  can  honorably,  or  until  Con¬ 
gress  votes  war.  But  when  I  criticize 
Congress  for  not  declaring  war  after  it 
has  passed  the  laws  that  have  been  passed 
in  the  last  few  months — I  said  the  other 
day  when  commenting  on  what  you  are 
doing.  “Why  not  declare  war  and  be  done 
with  it?”  I  received  a  postal  card  from 
Michigan  with  a  10-cent  special-delivery 
stamp  and  a  6-cent  air-mail  stamp.  This 
is  what  it  says: 

“Why  not  declare  war  and  be  done  with 
it?”  interrupted  Representative  Robert  Rich 
(Republican,  Pennsylvania) . 

Have  you  men  lost  your  minds — do  you  ex¬ 
pect  people  to  respect  you  when  you  are 
speaking  of  human  lives  to  say,  “Why  not  de¬ 
clare  war  and  be  done  with  it?”  Shame  on 
you!  It’s  easily  seen  you  won’t  have  to  go. 
How  would  you  like  to  have  your  head  blown 
off  in  war?  Stop  crying  now;  I  didn’t  mean 
to  scare  you. 

A.  V.  Marshall, 

Otsego,  Mich. 

The  news  representative  from  Michi¬ 
gan  who  put  that  in  the  paper  wanted 
to  deceive  the  public.  He  wanted  to 
make  them  believe  I  was  for  war  when 
I  have  fought  it  in  every  way  I  could,  and 
I  have  voted  against  all  these  bills  and 
I  am  against  all  of  them  now  and  this 
one  we  are  discussing  today. 

Why  would  the  newspapers  in  Mich¬ 
igan  try  to  deceive  in  this  manner? 
They  know  the  public  does  not  want  war. 
They  know  I  do  not  want  war.  They 
ought  to  be  ashamed  of  themselves.  I 


say  this  administration  will  be  responsi¬ 
ble  if  we  get  in  war  and  no  one  else. 

I  never  pay  much  attention  to  letters 
or  cards  that  are  not  from  my  district, 
but  I  cannot  pass  over  this  attempt  on 
the  part  of  some  newspaper  to  deceive, 
even  going  to  the  extent  of  wanting  to 
make  the  public  believe  that  the  Members 
who  are  against  war  are  asking  for  it. 
The  only  comment  I  can  make  is  that 
there  is  a  mighty  deceptive  press  out  in 
Michigan. 

Whom  are  you  going  to  believe  here 
pretty  soon?  What  are  you  going  to  do 
about  it?  Are  you  going  to  try  to  make 
the  country  and  the  world  believe  we  are 
a  peaceful  nation?  I  do  not  think  we 
are  according  to  what  you  do.  I  am  just 
as  afraid  as  can  be  that  you  are  going  to 
get  into  this  war.  The  President  has 
said  that  convoys  mean  shooting  and 
shooting  means  war.  If  we  start  con-  ' 
voys,  as  the  Secretary  of  the  Navy  the  j 
other  night  implied  we  should,  and  they 
start  to  shoot  at  our  vessels  and  some  of 
them  go  down  you  will  try  to  arouse  the 
American  people  to  the  point  of  believing 
that  some  enemy  went  out  of  his  way  to 
shoot  at  American  vessels.  We  passed  a 
neutrality  law  and  told  the  President 
and  told  the  world  we  would  not  enter 
the  war  danger  zone,  but  the  President  is 
tampering  with  that  act  and  now  he  is 
going  to  send  ships  into  this  danger  zone. 
When  they  get  there  they  are  liable  to 
be  sunk  and  with  it  this  Nation  may  be 
Sunk.  God  forbid  that  this  Nation  get 
into  war. 

We  went  to  Europe  in  1918  to  make 
the  world  safe  for  democracy  but  we 
find  out  now  it  was  a  miserable  failure, 
and  you  are  getting  ready  to  try  it  again. 
Will  not  ycu  learn  to  stay  at  home  and 
attend  to  your  own  business?  When  you 
meddle  in  other  people’s  business  you  get 
into  trouble.  We  have  no  business  to 
try  to  police  the  world.  I  am  10  times 
more  afraid  of  “fifth  columnists”  in 
America  than  I  am  in  Hitler  ever  coming 
to  America.  Let  us  be  for  national  de¬ 
fense  and  not  for  aggressive  warfare. 

[Here  the  gavel  fell.] 

Mr.  VINSON  of  Georgia.  Mr.  Chair¬ 
man,  there  are  no  further  amendments, 
and  the  bill  has  been  read.  I  ask  that 
the  Committee  rise,  under  the  rule. 

The  CHAIRMAN.  Without  objection, 
the  pro  forma  amendments  will  be  with¬ 
drawn. 

There  was  no  objection. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Thom,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  state  of  the 
Union,  reported  that  that  Committee 
having  had  under  consideration  the  bill 
(H.  R.  4534)  to  amend  the  act  approved 
June  28,  1940,  entitled  “An  act  to  expedite 
the  national  defense,  and  for  other  pur¬ 
poses,”  in  order  to  extend  the  power  to 
establish  priorities  and  allocate  material, 
pursuant  to  House  Resolution  189,  he 
reported  the  same  back  to  the  House 
with  an  amendment. 

The  SFEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

The  question  is  on  the  amendment. 

The  amendment  was  agreed  to. 


May  8 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  question  was  taken;  and  the  Chair 
announced  that  the  ayes  appeared  to 
have  it. 

Mr.  RICH.  Mr.  Speaker,  I  object  to 
the  vote  on  the  ground  there  is  not  a 
quorum  present. 

The  SPEAKER.  The  Chair  will  count. 

Mr.  RICH.  Mr.  Speaker,  I  just  want 
the  Members  to  know  I  am  opposed  to 
the  bill.  I  will  withdraw  my  objection 
because  of  promises  that  have  been  made 
here. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on  the 
table. 

The  SPEAKER.  The  Chair  recognizes 
the  gentleman  from  Illinois  [Mr.  Beam]  . 

MEMORIAL  DAY,  1941 

Mr.  BEAM.  Mr.  Speaker,  I  submit  the 
following  resolution,  and  ask  for  its  im¬ 
mediate  consideration. 

The  Clerk  read  as  follows: 

House  Resolution  201 

Resolved,  That  on  Wednesday,  the  18th  day 
of  June  1941,  immediately  after  the  ap¬ 
proval  of  the  Journal,  the  House  shall  stand 
at  recess  for  the  purpose  of  holding  the  me¬ 
morial  services  as  arranged  by  the  Committee 
on  Memorials,  under  the  provisions  of  clause 
40-A  of  rule  XI.  The  order  of  exercises  and 
proceedings  of  the  service  shall  be  printed 
in  the  Concsressional  Record,  and  all  Mem¬ 
bers  shall  have  leave  to  extend  their  remarks 
in  the  Congressional  Record  until  the  last 
issue  of  the  Record  of  the  first  session  of 
the  Seventy-seventh  Congress  on  the  life, 
character,  and  public  service  of  the  deceased 
Members.  At  the  conclusion  of  the  pro¬ 
ceedings  the  Speaker  shall  call  the  House 
to  order,  and  then,  as  a  further  mark  of  re¬ 
spect  to  the  memories  of  the  deceased,  he 
shall  declare  the  House  adjourned;  and  be  it 
further 

Resolved,  That  the  necessary  expenses  con¬ 
nected  with  the  memorial  services  herein 
authorized  shall  be  paid  out  of  the  con¬ 
tingent  fund  of  the  House  upon  vouchers 
signed  by  the  chairman  of  the  Committee  on 
Memorials  and  approved  by  the  Committee 
on  Accounts. 

The  resolution  was  agreed  to. 

EXTENSION  OF  REMARKS 

Mr.  BEITER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record  and  to  include  an 
article  concerning  the  development  of 
the  St.  Lawrence  seaway. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  KRAMER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  read  a  letter  I 
have  received  from  one  of  my  constitu¬ 
ents. 

The  SPEAKER.  The  Chair  cannot 
recognize  the  gentleman  to  consume  time 
unless  those  who  have  other  special 
orders  agree  that  he  may. 

Mr.  KRAMER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  one-half  minute. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 
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AN  ACT 

To  amend  the  Act  approved  June  28,  1940.  entitled  “An  Act 
to  expedite  the  national  defense,  and  for  other  purposes”, 
in  order  to  extend  the  power  to  establish  priorities  and  allo¬ 
cate  material. 

1  Be  it  enacted  by  the  Senate  and  Home  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  2  of  the  Act  approved  June  28,  1940  (Public, 

4  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is 

5  amended  by  inserting  “(1)”  after  “Sec.  2.  (a)”  and  by 

6  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

7  “(2)  Deliveries  of  material  to  which  priority  may  be 

8  assigned  pursuant  to  paragraph  (1)  shall  include,  in  addition 

9  to  deliveries  of  material  under  contracts  or  orders  of  the  Army 

10  or  Navy,  deliveries  of  material  under — 
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or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result 
directly  or  indirectly  from  his  compliance  with  any  rule, 
regulation,  or  order  issued  under  this  section. 

“(3)  The  President  may  exercise  any  power,  author¬ 
ity,  or  discretion  conferred  on  him  by  this  section  through 
a  Director  of  Priorities  (in  this  paragraph  called  the  ‘Direc¬ 
tor'),  whom  he  is  authorized  to  appoint  by  and  with  the 
advice  and  consent  of  the  Senate.  The  Director  shall  receive 
compensation  at  the  rate  of  $12,000  per  annum,  and  is 
authorized  to  appoint  and  fix  the  compensation  of  such 
officers  and  employees  as  may  he  necessary  to  carry  out 
his  powers  under  this  section.  The  Director  shall  exercise 
his  powers  under  paragraphs  (1)  and  (2)  of  this  section 
with  the  assistance  of  industry  committees,  which  he  is 
hereby  directed  to  establish  and  utilize,  and  upon  the  basis 
of  information  furnished  to  him  by  such  industry  committees 
and  upon  the  basis  of  such  other  information  as  he  deems 
pertinent.  Such  powers  shall  be  exercised  by  the  Director 
only  after  prior  approval  of  such  exercise  by  the  Joint  Army 
and  Navy  Munitions  Board." 

Passed  the  House  of  Representatives  May  8,  1941. 

Attest:  SOUTH  TRIMBLE, 

Clerk. 
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POWER  TO  ESTABLISH  PRIORITIES  AND  ALLOCATE 

MATERIAL 


WEDNESDAY,  MAY  14,  1941 


United  States  Senate, 
Committee  on  Military  Affairs, 

Washington,  D.  C. 


The  committee  met,  pursuant  to  call,  at  10  o'clock  a.  m.,  in  the  Mili¬ 
tary  Affairs  Committee  Room,  Capitol,  Senator  Robert  R.  Reynolds 
(acting  chairman)  presiding. 

Present:  Senators  Reynolds  (acting  chairman),  Thomas  (Utah), 
Johnson,  Lee,  Schwartz,  Hill.  Downey,  Chandler,  Wallgren,  Austin, 
Bridges,  Gurney,  Holman.  Thomas  (Idaho),  and  Lodge. 

The  Chairman.  We  will  come  to  order,  please. 

The  Committee  on  Military  Affairs  has  before  it  today  H.  R.  4534, 
to  amend  the  act  of  June  28.  1940.  entitled  “An  act  to  expedite  the 
national  defense,  and  for  other  purposes,”  in  order  to  extend  the 
power  to  establish  priorities  and  allocate  material. 

(II.  R.  4534  is  as  follows:) 


[H.  R.  4534.  77 tli  Cong.,  1st  sess.] 


AN  ACT  To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act  to  expedite  the 
national  defense,  and  for  other  purposes,”  in  order  to  extend  the  power  to  establish 
priorities  and  allocate  material 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  2  of  the  Act  approved  June  28, 
1940  (Public,  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is  amended  by 
inserting  “(1)”  after  “Sec.  2.  (a)”  and  by  adding  at  the  end  of  subsection  (a) 
thereof  the  following: 

“(2)  Deliveries  of  material  to  which  priority  may  be  assigned  pursuant  to  par¬ 
agraph  (1)  shall  include,  in  addition  to  deliveries  of  material  under  contracts  or 
orders  of  the  Army  or  Navy,  deliveries  of  material  under — 

“(A)  contracts  or  orders  for  the  Government  of  any  country  whose  defense 
the  President  deems  vital  to  the  defense  of  the  United  States  under  the  terms 
of  the  Act  of  March  11,  1941.  entitled  ‘An  Act  to  promote  the  defense  of  the 
United  States’ ; 

“(B)  contracts  or  orders  which  the  President  shall  deem  necessary  or  ap¬ 
propriate  to  promote  the  defense  of  the  United  States;  and 

“(C)  subcontracts  or  suborders  which  the  President,  shall  deem  necessary 
or  appropriate  to  the  fulfillment  of  any  contract  or  order  as  specified  in  this 
section. 

Deliveries  under  any  contract  or  order  specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other  contract  or  order.  Whenever  the  Presi¬ 
dent  is  satisfied  that  the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material  for  defense  or  for 
private  account  or  for  export,  the  President  may  allocate  such  material  in  such 
manner  and  to  such  extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President  shall  be  entitled  to 


1 


2 


ESTABLISH  PRIORITIES  AND  ALLOCATE  MATERIAL 


obtain  such  information  from,  require  such  reports  by,  and  make  such  inspection 
of  the  premises  of,  any  person,  firm,  or  corporation  as  may  be  necessary  or  appro¬ 
priate,  in  his  discretion,  to  the  enforcement  or  administration  of  the  provisions  of 
this  section.  No  person,  firm,  or  corporation  shall  be  held  liable  for  damages  or 
penalties  for  any  default  under  any  contract  or  order  which  shall  result  directly 
or  indirectly  from  his  compliance  with  any  rule,  regulation,  or  order  issued  under 
this  section. 

“(3)  The  President  may  exercise  any  power,  authority,  or  discretion  conferred 
on  him  by  this  section  through  a  Director  of  Priorities  ( in  this  paragraph  called 
the  ‘Director')  whom  he  is  authorized  to  appoint  by  and  with  the  advice  and  con¬ 
sent  of  the  Senate.  The  Director  shall  receive  compensation  at  the  rate  of  $12,000 
per  annum,  and  is  authorized  to  appoint  and  fix  the  compensation  of  such  officers 
and  employees  as  may  be  necessary  to  carry  out  his  powers  under  this  section. 
The  Director  shall  exercise  his  powers  under  paragraphs  (1)  and  (2)  of  this 
section  with  the  assistance  of  industry  committees,  which  he  is  hereby  directed  to 
establish  and  utilize,  and  upon  the  "basis  of  information  furnished  to  him  b.v  such 
industry  committees  and  upon  the  basis  of  such  other  information  as  he  deems 
pertinent.  Such  powers  shall  be  exercised  by  the  Director  only  after  prior  ap¬ 
proval  of  such  exercise  by  the  Joint  Army  and  Navy  Munitions  Board.” 

Passed  the  House  of  Representatives  May  8,  1941. 

Attest : 

South  Trimble,  Clerk. 

The  Chairman.  From  the  House  report  on  this  measure  it  is  obvi¬ 
ous  that  clarifying  legislation  in  extending  the  priorities  power,  is 
vital  to  defense. 

It  is  indeed  a  pleasure  to  announce  to  the'  committee  the  names 
of  the  distinguished  visitors  who  have  graciously  consented  to  speak 
to  us  on  this  very  important  matter — extension  of  priorities  power — 
the  Honorable  William  S.  Knudsen,  Director  General,  Office  of 
Production  Management,  and  others  who  are  associated  with  him 
and  with  the  Navy  and  War  Departments. 

With  the  permission  of  the  committee,  we  will  call  the  first  witness. 
Judge  Patterson. 

Will  you  be  good  enough  to  come  around  here,  Judge?  We  have 
had  the  pleasure  of  having  you  with  us  before,  and  we  are  glad  to 
welcome  you  again,  Judge. 

Will  you  kindly  give  your  name,  title,  and  so  forth,  to  the  official 
reporter  ? 

STATEMENT  OF  ROBERT  PATTERSON,  UNDER  SECRETARY  0E  WAR 

Mr.  Patterson.  Robert  Patterson,  Under  Secretary  of  War. 

The  War  Department,  gentlemen,  does  not  favor  the  inclusion  of 
subsection  3  in  II .  II.  4531. 

At  the  present  time,  the  priorities  organization  is  this:  The  pri¬ 
orities  power,  by  Executive  order,  is  vested  in  the  Office  of  Pro¬ 
duction  Management,  and  in  the  Division  of  Priorities  of  that 
organization.  The  Army  and  Navy  Munitions  Board  lays  down, 
for  the  guidance  of  the  Director  of  Priorities,  the  military  and 
naval  preferences  among  themselves,  that  is,  the  Army  and  Navy 
Munitions  Board  will  declare,  in  a  priorities  directive,  that  it  is 
more  important  to  have  certain  naval  construction  than  certain 
antiaircraft  weapons,  and  has  all  of  the  items  classified  and  given 
ratings  . 

I  think  that  that  is  the  proper  function  of  the  War  Department 
and  Navy  Department,  and  they  agree  among  themselves  and  have 
come  to  an  agreement  in  every  case  as  to  preferences  and  priorities 
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of  certain  types  of  military  weapons  and  certain  types  of  naval 
weapons. 

With  that  as  a  guide,  the  Director  of  Priorities,  in  the  Office  of 
Production  Management,  operates  the  machinery.  He  declares 
when  materials  are  critical,  and  therefore  priorities  should  be  ap¬ 
plied  to  them;  and  he  carries  out  the  necessary  priorities  machinery 
for  according  to  those  naval  and  military  items  the  needed  priorities 
essential  to  their  prompt  production. 

I  think  the  system  is  working  well.  The  main  hill  here,  of  course, 
H.  R.  4534,  is  beneficial.  The  amendment  added  by  section  3  seems 
to  me  to  distort  the  priorities  arrangement.  It  singles  out  priorities 
for  statutory  treatment,  when  the  priorities  power  is  properly  only 
one  arm  of  the  production,  and  one  function  of  the  Office  of  Pro¬ 
duction  Management. 

That  seems  to  me  to  be  unfortunate. 

The  last  sentence,  which  would  give  a  controlling  power  to  the 
Army  and  Navy  Munitions  Board,  I  think  misses  the  function  of 
the  Army  and  Navy  Munitions  Board.  The  Army  and  Navy  Muni¬ 
tions  Board  doesn’t  attempt  to  do  anything  except  to  declare,  as  I 
have  just  said,  the  relative  priorities  between  tbe  Army  and  Navy 
items.  It  has  certain  naval  items  and  certain  aircraft  items  up  at 
the  top  of  the  list;  it  declares  that  the  national -defense  program, 
from  the  point  of  view  of  military  and  naval  experts,  requires  better 
treatment  for  those  items  than  for  certain  items  further  down  the 
list,  field  artillery  or  tanks — those  are  of  a  lower  rating. 

W  e  see  no  reason  why  the  exercise  of  priority  powers,  however,  by 
the  Director  of  Priorities  in  the  Office  of  Production  Management 
should  be  subject  to  the  Army  and  Navy  Munitions  Board;  and  the 
Army  and  Navy  Munitions  Board  does  not  desire  any  such  power. 

Senator  Bridges.  May  I  ask  a  question  on  this  section  3  that  is  offered 
as  an  amendment  in  the  House  to  this  particular  bill  ?  How  would  this 
change  the  procedure  from  the  present  set-up? 

Mr.  Patterson.  At  the  present  time  the  Director  of  Priorities  in  the 
Office  of  Production  Management  is  the  active  administrative  officer 
of  the  Office  of  Production  Management  for  priorities.  His  decisions 
are  subject  to  control  by  a  four-man  set-up.  They  can,  if  they  see  fit, 
reverse  him.  That  would  not  be  possible,  of  course,  under  the  proposed 
legislation. 

Senator  Johnson.  Judge  Patterson,  in  your  opinion  and  in  the 
opinion  of  the  War  Department,  the  bill  would  have  merit  if  section  3 
were  stricken  from  the  bill  ? 

Mr.  Patterson.  Yes,  sir;  we  would  favor  it. 

Senator  Johnson.  You  favor  all  of  it  except  section  3? 

Mr.  Patterson.  Yes,  sir ;- heartily . 

Senator  Johnson.  And  you  have  no  substitute  in  mind  for  section 
3,  there  being  none  needed  ? 

Mr.  Patterson.  I  think  none  is  needed. 

Irrespective  of  the  exact  provisions  of  the  present  section  3,  this  can 
be  said  as  to  the  inclusion  of  any  such  treatment  of  director  of  priori¬ 
ties,  that  it  singles  out  for  statutory  enactment  one  phase  of  a  larger 
picture — that  is,  production— and  that  is  the  function  of  the  Office  of 
Production  Management,  which  has,  of  course,  three  divisions:  Priori¬ 
ties,  Purchases,  and  Production. 
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I  don’t  think  it  is  wholesome  to  take  one  of  them  and  make  that  an 
office  of  this  type.  I  think  it  is  a  distortion  of  the  production  adminis¬ 
tration  as  now  carried  on  by  the  Office  of  Production  Management. 

Why  not  also  have  comparable  declarations  as  to  the  director  of 
purchases  or  the  director  of  production,  or  as  to  Mr.  Knudsen  himself  ? 

The  director  of  priorities  now  is  Mr.  Stettinius,  an  aide  of  Mr. 
Knudsen’s. 

Senator  Bridges.  Judge  Patterson,  in  the  original  House  bill,  as  I 
understand  it,  there  was  a  section  stricken  out  on  page  3  of  the  original 
bill.  If,  we  will  say,  the  section  3  referred  to  in  the  bill  as  now  before 
the  Senate  Committee  on  Military  Affairs  were  eliminated,  would  it  be 
necessary  to  insert  the  section  on  the  original  House  bill  on  page  3  of 
the  House  bill  that  was  stricken  out  by  the  House? 

Mr.  Patterson.  I  think  so;  yes.  There  was  a  final  clause  omitted 
when  this  was  inserted. 

Senator  Bridges,  It  says : 

The  President  may  exercise  any  power,  authority,  or  discretion  conferred  on 
him  by  this  section  through  such  department,  agency,  or  officer  of  the  Govern¬ 
ment  as  he  may  direct  in  conformity  with  any  rules  or  regulations  which  he  may 
prescribe. 

My  question  is  whether,  in  your  judgment,  that  should  be  reinserted? 

Mr.  Patterson.  We  would  prefer  to  see  that  restored  in  lieu  of  the 
present  section  3. 

Senator  Thomas  of  Utah.  Mr.  Chairman,  may  I  ask  a  question, 
please  ? 

The  Chairman.  Senator  Thomas. 

Senator  Thomas  of  Utah.  Mr.  Secretary,  we  have  before  the  Educa¬ 
tion  and  Labor  Committee  a  bill  which  I  introduced  at  the  request  of 
the  Treasury  Department  which  deals  with  priorities. 

I  am  wondering  if  the  administration,  or  those  who  are  sponsoring 
these  priorities  bills,  have  studied  these  bills  together. 

It  seems  to  me  that  there  is  a  definite  conflict  of  authority  between 
the  two  of  them,  and  if  both  of  them  should  become  law  you  would 
have  a  tangle  in  priorities  which  would  not  be  wise  or  beneficial  to 
anybody. 

Mr.  Patterson.  I  am  not  familiar  with  the  bill  you  refer  to. 

Senator  Thomas  of  Utah.  The  bill  is  S.  1405,  and  was  introduced  by 
me  at  the  request  of  the  Treasury  Department. 

I  wonder  if  it  would  be  asking  too  much,  Mr.  Chairman,  for  those 
who  are  sponsors  of  this  priorities  bill,  if  they  will  not  look  into  the 
matter  and  see  if  the  Treasury  and  the  other  purchasing  departments 
of  the  Government,  cannot  be  brought  into  a  single  bill,  so  that  we  will 
not  be  legislating  more  confusion  than  we  probably  have. 

Mr.  Patterson.  This  is  limited  to  Army,  Navy,  and  defense  aid. 

Senator  Thomas  of  Utah.  Well,  you  see,  the  Procurement  Division 
of  the  Treasury  Department  gets  pretty  close  to  that  very  often,  doesn’t 
it? 

Mr.  Patterson.  Yes. 

Senator  Thomas  of  Utah.  And  if  the  President  in  his  discretion  has 
the  right  to  take  priority  over  all  deliveries  “for  defense  or  for  private 
account  or  for  export”  and  all  the  rest  of  it,  you  still  have  another 
authority  hanging  over,  which  might  upset  your  whole  scheme  of 
priorities. 
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1  Now,  is  my  point  well  taken  or  not  ? 

Mr.  Patterson.  Might  I  glance  at  that  bill,  please? 

Senator  Thomas  of  Utah.  I  would  be  glad  to  have  you.  [Handing 
!'  copy  of  S.  1405  to  Mr.  Patterson.] 

i  Mr.  Patterson.  I  am  told  that  Mr.  John  Lord  O’Brian,  the  General 
Counsel  for  the  Office  of  Production  Management,  has  given  study 
to  this  S.  1405,  and  would  be  glad  to  comment  on  it  this  morning. 

[  Senator  Thomas  of  Utah.  Well,  I  don’t  know  whether  that  comment 
1 !  is  in  order  or  not  in  this  committee,  I  don’t  want  to  run  out  on  my  own 
committee:  but  we  found  in  our  lirst  hearing  that  there  was  some  con- 
-  fusion  about  jurisdiction,  and  some  confusion  about  various  kinds  of 
f  amendments,  and  we  adjourned  for  further  consideration.  Now,  it 
seems  that  since  you  have,  in  one  committee,  the  same  persons — Sena- 
i  tor  Lee,  Senator  Bridges,  Senator  Schwartz,  Senator  Hill,  and  myself, 
who  are  all  here — it  might  be  well  for  a  study  to  be  made  and  to  get 
out  one  priorities  bill  which  would  cover  all  of  these  departments. 

)  Mr.  Patterson.  This  bill,  in  general,  seems  to  be  designed  to  broaden 
beyond  the  Army  and  Navy  business,  all  Government  contracting,  and 
put  all  Government  contracting  more  or  less  on  the  level  with  the 
position  that  the  Army  and  Navy  contracts  were  given  by  the  legisla- 
!  tion  of  last  June. 

Senator  Thomas  of  Utah.  That  is  just  the  point. 

Mr.  Patterson.  It  relieves  the  other  departments  from  the  neces¬ 
sity  of  advertising  for  contracts,  and  permits  the  use  of  the  cost- 
plus - 

Senator  Thomas  of  Utah  (interposing).  That  is  where  the  conflict 
will  come. 

Mr.  Patterson.  That  is  practically  a  repetition  of  what  was  enacted 
last  June  for  the  Army  and  Navy. 

Senator  Thomas  of  Utah.  Yes. 

Mr.  Patterson.  And  the  design  of  this,  I  suppose,  is  merely  to  extend 
that  to  Treasury  Department  contracts  or  contracts  made  by  the  Depart¬ 
ment  of  Agriculture. 

Senator  Thomas  of  Utah.  That  is  true,  but  if  you  have  a  conflict- 

Iing  priority  authority,  you  may  overcome  what  you  are  attempting 
in  your  Army  and  Navy  priorities — that  is  my  point. 

Senator  Johnson.  Why  can’t  they  appear  and  offer  testimony  in 
your  own  committee  on  this  bill,  and  not  confuse  the  issue  here? 

Senator  Thomas  of  Utah.  They  can ;  and  I  don’t  want  to  confuse 
the  issue.  I  would  like  to  see  if  this  bill  couldn’t  be  broadened  so  that 
we  could  just  leave  lying  on  the  table  our  bill. 

Mr.  Patterson.  Well,  there  is  no  necessary  conflict  between  the  two. 
As  I  understand  it,  that  bill  is  designed  to  give  the  same  powers  to 
other  Government  departments  that  are  now  enjoyed  by  the  Army  and 
Navy  by  virtue  of  the  legislation  passed  last  summer. 

Now,  this  one,  H.  R.  4534,  goes  into  some  detail  and  amends  the  act 
of  June  28,  1940,  to  strengthen  it.  I  don’t  think  there  is  any  necessary 
conflict  between  the  two.  This  only  applies,  as  did  the  original  act, 
to  contracts  made  by  the  Army  and  Navy. 

Senator  Thomas  of  Utah.  You  don’t  think  there  would  be  a  conflict 
in  the  priority  part  ? 

Mr.  Patterson.  There  might  be  some  confusion. 

Senator  Lee.  Mr.  Chairman. 

The  Chairman.  Senator  Lee. 
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Senator  Lee.  I  think  Senator  Thomas  has  raised  a  good  question. 
I  think  it  lias  been  suggested  that  there  is  a  man  here  who  has  made  a 
study  of  that  very  point  as  to  whether  there  will  be  a  conflict,  and 
therefore  T  think  it  entirely  proper  that  we  hear  the  man  who  has 
made  a  study  on  that  point,  as  to  whether  or  not  there  is  a  conflict, 
between  the  two. 

The  Chairman.  I  think  the  suggestion  is  well  taken  by  the  mem¬ 
bers  of  the  committee,  Senator  Lee ;  and  if  there  is  no  objection  on  the 
part  of  the  members  of  the  committee,  at  this  particular  time  I  think 
we  would  facilitate  matters  considerably  by  hearing  the  gentleman 
suggested  by  Judge  Patterson. 

I  would  like  to  hear  from  the  members  of  the  committee  upon  that 
subject. 

Mr.  Patterson.  I  would  just  say  at  large,  gentlemen,  on  that  whole 
paragraph  of  the  amendment  here,  in  section  3  of  H.  R.  4534,  that  it 
is  anomalous,  in  our  view,  to  single  out  for  statutory  enactment,  freez¬ 
ing,  if  you  like,  by  act  of  Congress,  one  phase  of  an  organization — 
that  is,  the  priorities  side  of  the  present  set-up  in  the  Office  of  Pro¬ 
duction  Management — and  take  that  out  bodily  and  put  it  under  the 
form  it  is  in  now,  with  direction  as  to  compensation,  with  the  investing 
of  these  powers,  and  to  be  subject  to  the  Army  and  Navy  Munitions 
Board  decisions. 

I  don’t  think  it  is  a  sound  thing  to  lift  out  of  the  present  arrange¬ 
ment.  and  organization  in  the  Office  of  Production  Management  one 
part  of  it,  one-third  of  it,  if  you  like — a  very  important  part,  too — 
but  one-third  of  it,  and  make  him  a  statutory  officer  when  his  superiors 
are  created  by  Executive  order. 

Senator  Lee.  Mr.  Secretary,  will  you  comment  on  the  way  that  was 
handled  in  the  World  War,  as  compared  to  the  two  propositions 
before  us  ? 

Mr.  Patterson.  My  understanding  is  that  the  War  Industries 
Board,  headed  by  Mr.  Baruch,  was  created  purely  by  Executive  order, 
the  same  method  vdiereby  the  Office  of  Production  Management  has 
been  created. 

I  don’t  think  Mr.  Baruch  wras  ever  authorized  to  act  by  virtue  of 
any  detailed  statute  such  as  is  contemplated  here.  I  am  quite  sure 
that  is  so.  I  discussed  it  with  Mr.  Baruch  and  he  said  his  powers 
purely  rested  upon  the  Executive  order. 

Senator  Austin.  Mr.  Secretary  I  would  like  to  get  at  the  under¬ 
lying  reason  for  this  position  taken  by  you.  Novt,  is  it-  true  that  our 
experience  in  the  World  War  developed  the  definite  fact  that  behind 
all  other  efforts  this  ability  to  allot,  and  to  quota,  and  to  give  priority 
was  the  most  powerful  sanction  to  obtain  cooperation  in  the  Govern¬ 
ment’s  total  effort? 

Mr.  Patterson.  It  was  a  very  potent  weapon,  there  is  no  cpiestion 
about  it.  It  wasn’t  the  only  one,  but  it  was  a  very  powerful  one. 

Senator  Austin.  Now,  then,  did  we  not  learn  from  the  experience 
in  the  World  War — that  is,  from  the  first  12  months  of  futility  and 
confusion,  and  the  next  6  months  of  most  remarkable  efficiency — did 
we  not  learn  one  great  lesson,  namely,  that  in  order  to  make  the 
wheels  coordinate  for  our  national  workshop  it  was  best  to  have  a 
civilian  agency  with  power  supreme  over  the  acquisition  of  military 
supplies  and  civilian  supplies? 

Mr.  Patterson.  I  think  so. 
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Senator  Austin.  And  is  it  true  that  the  War  Industries  Board 
gained  its  success,  of  course,  principally  from  the  voluntary  and  will¬ 
ing  cooperation  of  industry,  but  it  always  could  resort  to  priorities 
in  any  case  of  a  recalcitrant  industry? 

Mr.  Patterson.  Yes,  sir;  of  course,  they  had  more  than  priorities, 
and  I  think  Mr.  Baruch's  body  did  much  more  than  exercise  priori¬ 
ties.  They  had  control  of  Army  and  Navy  purchases,  just  as  the 
Office  of  Production  Management  has  now.  They  did  not  in  any  way 
direct  the  Army  or  the  Navy  as  to  their  requirements,  nor  did  they 
take  the  initiative,  as  I  understand  it,  with  finding  the  sources  of 
supply,  but  they  did  exercise,  as  is  done  now,  a  veto  power  in  order 
to  prevent  the  unnecessary  bunching  up  of  orders  in  some  places,  and 
they  were  the  channel  whereby  Army  and  Navy  orders  were  coor¬ 
dinated. 

As  I  understand  it,  they  made  sure  that  if  Bethlehem  Steel  had  a 
great  many  naval  orders,  for  instance,  that  Army  orders  were  not 
unnecessarily  bunched  up  there  also. 

Senator  Austin.  Now,  if  you  were  to  take  this  section  3  in  the 
proposed  bill,  and  include  it  into  the  Office  of  Production  Manage¬ 
ment;  or,  rather,  split  away  from  Office  of  Production  Management 
the  control  of  this  remarkable  sanction  that  priorities  gives,  you 
would  get  an  element  of  disorganization  at  once  which  would  require 
one  procurement  agancy  going  over  and  getting  the  consent  of  an¬ 
other  procurement  agency  in  order  to  apply  the  sanction,  would  you 
not  ? 

Mr.  Patterson.  Undoubtedly. 

Senator  Austin.  And  that  would  be  right  in  the  face  of  the  experi¬ 
ence,  the  very  valuable  experience,  in  the  World  War,  would  it  not  ? 

Mr.  Patterson.  Yes,  sir:  Mr.  Baruch’s  organization  had  the  prior¬ 
ity  power;  it  likewise  had  the  power,  as  I  have  said,  of  allocating  the 
Army  and  Navy  business  to  the  best  industrial  sources,  from  a  picture 
of  the  whole  thing! 

The  Office  of  Production  Management  is  doing  the  same  job  now, 
and  this  would  split  off  from  them,  and  put  into  an  independent 
agency  one  of  those  powers.  I  think  it  would  be  unfortunate. 

Senator  Austin.  Yes;  so  do  I. 

Senator  Lodge.  Those  powers  exist  already  in  an  existing  agency, 
is  that  correct? 

Mr.  Patterson.  Tes;  and  they  would  be  strengthened  bv  the  first 
part  of  this  act.  The  first  part  of  this  act,  I  think,  is  very  beneficial, 
sir. 

t  As  I  understand  it,  they  are  doing  a  good  deal  of  this  already,  but 
it  would  undoubtedly  be  advantageous  to  have  the  priorities  power 
given  last  June,  specified  in  the  manner  proposed  here. 

Senator  Johnson.  Judge  Patterson,  what  is  the  need  for  the  re¬ 
instatement  of  the  language  that  was  stricken  from  the  House  bill, 
reading  as  follows: 

The  President  may  exercise  any  power,  authority  or  discretion  conferred 
on  him  by  this  section  through  such  department,  agency,  or  officer  of  the 
Government  as  he  may  direct,  and  in  conformity  with  any  rules  or  regula¬ 
tions  which  he  may  prescsibe. 

What  is  the  need  of  reinstating  that;  doesn’t  the  President  already 
have  that  power? 
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Mr.  Patterson.  Yes;  but  I  think  that  was  only  to  pave  the  way 
for  an  Executive  order  by  the  President,  just  saying:  “In  addition 
to  what  O.  P.  M.  is  already  doing,  I  tell  them  that  they  can  do  what 
is  contemplated  in  this  act.”  Isn’t  that  the  whole  thing?  I  think 
so.  He  could  just  say  that  in  one  sentence,  “All  of  my  powers  under 
this  statute  I  delegate  to  the  O.  P.  M.” 

That  wouldn’t  in  any  way  disarrange  or  embarrass  the  organiza¬ 
tion  set-up. 

Of  course,  there  are  specific  provisions  here,  such  as  the  last  sen¬ 
tence,  that  I  think  are  subject  to  more  pointed  criticism  than  the 
general  one.  I  have  confined  myself  in  the  main  to  just  the  section 
as  a  whole. 

Senator  Austin.  The  sources  of  power  of  the  War  Industries 
Board,  which  made  it  perform  what  we  might  characterize  as  mira¬ 
cles,  after  its  creation  under  Executive  order,  extended  to  many  other 
things  than  the  priorities,  the  power  of  the  Priorities  Division,  but 
they  were  all  operating  under  one  responsibility,  were  they  not? 

Mr.  Patterson.  Yes,  sir.  I  think  it  is  sound  policy  to  have  the 
whole  thing  centered.  The  more  we  split  it  up,  the  more  confusion 
we  will  get.  I  think  it  is  also  sound  policy  to  have  it  under  a 
civilian  head.  The  Army  and  the  Navy  we  have  always  viewed  as 
being  subject  to  the  civilian  power,  and  I  think  the  system  operates 
best  when  the  priorities  power  and  the  whole  production  effort  of 
the  country  is  under  civilian  direction. 

Senator  Thomas  of  Utah.  Can  you  have  two  general  priorities 
with  two  different  administrators?  Haven’t  you  got  a  confusion  of 
logic  there  that  just  simply  doesn’t  hold? 

Mr.  Patterson.  There  is  no  question  about  that.  We  have  con¬ 
fined  ourselves  to  what  we  think  are  our  proper  functions  in  the 
War  Department  and  the  Navy  Department,  and  that  is  to  tell  them 
what  we  need  most,  and  what  we  need  first,  and  then  it  is  up  to 
the  Office  of  Production  Managament  to  take  all  measures  to  get 
those  things  for  us  in  the  order  in  which  we  ask  for  them. 

I  think  that  that  is  as  far  as  the  Army  and  Navy  ought  to  go. 
We  can’t  as  a  general  rule,  send  a  file  of  soldiers  or  a  column  of 
marines  into  the  industrial  plants  here  and  have  any  good  produc¬ 
tion. 

Senator  Austin.  Mr.  Chairman,  at  a  suitable  place,  perhaps  follow¬ 
ing  the  testimony  of  Judge  Patterson,  I  move  that  we  insert  in  the 
record  from  page  143  forward,  of  Industrial  America  in  the  World 
War,  by  Clarkson,  telling  the  story  of  the  final  and  effective  step 
in  our  industrial  organization,  namely,  the  setting  up  of  priorities, 
because  it  is  helpful,  it  answers  the  question  asked  by  Senator  Lee, 
which  is  a  very  pertinent  question,  I  think. 

I  will  mark  this  so  that  the  reporter  can  know  where  to  stop. 

The  Chairman.  If  there  is  no  objection,  then,  the  reporter  will 
incorporate  that  in  the  record  at  the  conclusion  of  Judge  Patterson’s 
testimony. 

Senator  Thomas,  have  you  any  other  questions  ? 

Senator  Thomas  of  Utah.  No,  sir. 

The  Chairman.  Are  there  any  further  questions  of  Judge  Patter¬ 
son  ? 

Senator  Gurney.  May  I  ask  the  Secretary  a  question  ? 
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This  clause,  deleted  by  the  House  from  the  original  bill,  which  says, 
“The  President  may  exercise  any  power,”  and  so  forth — why  would 
it  not  be  correct  in  your  request  to  reinclude  that  phrase  in  the  bill, 
why  would  it  not  be  correct  to  name  the  department  through  which 
the"  President  is  going  to  exercise  this  authority?  In  the  clause 
stricken  out  by  the  House  it  says,  “through  such  department,  agency, 
or  officer  as  he  may  direct.”  Why  not  say,  “through  the  Office  of 
Production  Management”? 

Mr.  Patterson.  I  don’t  think  the  Office  of  Production  Management 
has  yet  been  referred  to  in  ail}'  statute.  My  objection  to  that  would 
be  simply  this — that  last  year  we  had  the  Advisory  Commission  re¬ 
ferred  to  in  at  least  two  acts  of  Congress;  one  was  the  excess-profits 
tax  law  and  the  other  the  appropriations  bills.  Now,  as  I  under¬ 
stand  it,  those  are  about  the  only  two  things  that  are  now  keeping 
the  Advisory  Commission  alive.  They  have  got  to  perform  those 
functions. 

It  is  just  inelastic,  I  think,  to  refer  in  the  statute  here  to  the  Office 
of  Production  Management  when,  for  all  we  can  say,  it  might  be  the 
part  of  wisdom  3  months  from  now  to  have  a  new  body,  instead  of 
that  one,  or  one  man,  if  you  like,  or  something  of  that  sort;  and  then 
we  would  be  trammeled  by  a  reference  in  a  statute  to  the  Office  of 
Production  Management,  similar  to  what  we  have  got  with  the  Ad- 
visory  Commission,  which  is  stalking  around  town,  but  as  far  as  I 
know  is  only  kept  alive  for  those  two  reasons.  It  cannot  be  abol¬ 
ished  because  they  have  to  pass  upon  tax  certificates  by  act  of  Congress. 

I  think  that  that  is  the  point  on  that. 

Senator  Gurney.  Thank  you. 

The  Chairman.  Mr.  Secretary,  just  one  word,  please.  As  I  under¬ 
stand  it,  the  War  Department  lias  been  perfectly  satisfied  with  the 
present  set-up? 

Mr.  Patterson.  Yes.  sir. 

The  Chairman.  And  your  Division  of  (he  Government  favors  H.  Ii. 
4534  as  originally  introduced  and  passed? 

Mr.  Patterson.  Yes,  sir;  that  is,  only  to  strengthen  the  priority 
powers  already  existent  and  not  to  disturb  the  organization  that  is 
exercising  those  powers. 

The  Chairman.  And  you  oppose  any  change  in  the  original  act 
itself;  in  other  words,  the  War  Department  is  opposed  to  the  Cox 
amendment? 

Mr.  Patterson.  Yes,  sir. 

The  Chairman.  Thank  you  very  much,  Mr.  Secretary. 

(The  excerpt  from  the"  book,  “Industrial  America  in  the  World 
War”  by  Cl  arkson,  previously  requested  to  be  incorporated  by  Sena¬ 
tor  Austin,  is  as  follows:) 

The  Anal  and  effective  step  was  the  calling  in  of  the  principle  of  priority, 
which  like  so  much  else  of  the  war  implementry  was  not  so  much  an  invention 
as  a  product.  War  industry  had  not  been  going  very  long  before  manufacturers 
became  bewildered  by  the  clouds  of  Government  orders  for  which  expedition 
was  demanded.  Among  many  first,  which  should  be  first?  They  turned  to 
Washington  for  direction,  but  who  was  to  decide  among  a  score  of  buyers, 
each  of  whom  could  see  the  issue  of  the  war  pivoting  on  preference  for  his 
particular  supplies? 

The  demand  for  a  program  or  at  least  schedules  <>f  preference  in  produc¬ 
tion  was  the  natural  complement  of  the  simultaneously  perceived  need  of 
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method  in  the  placing  of  orders.  Indeed,  to  clear  orders  is  merely  to  institute 
priority  at  the  beginning.  However,  the  two  phases  of  one  task  came  up  as 
presentations  from  opposite  directions,  and  both  were  referred  to  the  Council 
of  National  Defense  which  through  the  General  Munitions  Board  established 
a  clearance  committee,  as  we  have  already  seen,  and  at  about  the  same  time — 
May  3,  1917 — set  up  a  priorities  committee. 

At  that  time  the  priority  function,  as  defined  by  IV.  S.  Gifford,  then  director 
of  the  council,  was  that  of  determining  “priority  of  delivery  of  materials  and 
finished  products,  whenever  there  is  a  conflict  in  delivery,  in  accordance  with 
the  general  policy  of  the  Government.”  “It  is  further  understood,”  this  defini¬ 
tion  continues,  “that  at  present  the  priority  committee  of  the  General  Muni¬ 
tions  Board  has  no  power  in  regard  to  the  determination  of  priority  in  regard 
to  civilian  needs  in  which  the  Army  and  Navy  requirements  are  not  involved. 
It  is  further  understood  that,  as  between  the  needs  of  our  allies  and  of  our 
civilian  population,  the  priority  committee  of  the  General  Munitions  Board 
has  no  authority  to  act.” 

The  Board  had  declared  for  a  real  priority  system,  but  war  was  not  yet 
the  paramount  business  of  the  Nation ;  and  a  council  composed  of  the  heads 
of  six  great  executive  departments,  each  jealous  of  power  and  humanly  am¬ 
bitious  for  war  honors,  held  inherently  too  many  of  the  elements  of  indecision 
and  procrastination.  Also,  it  was  reluctant  to  enter  the  limitless  field  of 
general  industrial  control,  which  a  complete  priority  system  would  have  in¬ 
volved,  in  view  of  the  vagueness  of  legislative  authority  for  such  an  enter¬ 
prise.  In  determining  priority  for  Government  business,  it  was  on  safe  ground 
because  it  was  authorized  to  act  for  the  Army,  the  Navy,  and  Shipping  Board, 
on  which  priority  rights  had  been  conferred  by  Congress.  At  that  stage  of 
the  development  of  the  general  public’s  war  spirit  or  that  of  industry,  the 
approval  of  those  affected  by  the  Board's  request  could  not  have  been  counted 
on.  Later  on,  the  War  Industries  Board  had  the  legal  basis  for  priority 
regulations  that  flowed  from  the  Lever  Food  and  Fuel  Act  and  the  Transporta¬ 
tion  Preference  Act  of  August  10,  1917. 

Although  in  transportation  only  did  it  have  direct  legislative  authority  relating 
to  priority,  the  pooling  of  the  powers  by  which  priority  could  be  enforced  gave 
the  Board  a  club  with  whcih  to  enforce  regulations ;  but  in  all  matters  of  priority 
in  civilian  goods  it  was  without  legal  authority  to  order  the  doing  of  the  neces¬ 
sary  things,  which  it  was  in  a  position  to  enforce  by  indirect  pressure.  In  these 
circumstances  the  Board  felt  it  was  more  politic  to  request  than  to  demand 
compliance  with  its  regulations.  It  was  no  offense  for  an  irate  manufacturer 
who  was  far  down  the  priority  list  to  consign  the  Board  and  its  chairman  to 
inferno  and  flatly  refuse  compliance  with  its  requests ;  on  the  other  hand,  the 
Board  was  not  exceeding  its  authority  if  it  arranged  for  the  Fuel  Administration 
to  refuse  coal  to  the  obstructive  manufacturer,  and  for  the  railways  to  deny 
him  cars.  Of  course,  he  had  to  come  into  camp. 

Yet  it  is  important  to  point  on  that  if  industry  had  not  early  become  animated 
with  the  war  spirit  of  sacrifice  and  accommodation,  and  had  not  perceived  the 
necessity  of  unity  of  action  and  discipline  in  its  sphere  as  much  as  in  the  purely 
military  sphere,  the  War  Industry  Board’s  career  might  have  been  one  of  endless 
bickerings  and  squabbles  to  an  inglorious  end  by  congressional  action.  After 
the  Government  took  over  the  railways,  the  occasional  rebel  did  not  have  a 
chance  unless  he  was  absolutely  independent  of  railway  transport  and  fuel. 

The  War  Industries  Board  was  wise  enough  to  pivot  all  priorities  on  the 
Transportation  Preference  Act.  Under  the  act  the  President  appointed  Judge 
Robert  S.  Lovett,  chairman  of  the  board  of  the  Union  Pacific  Railway,  as  Direc¬ 
tor  of  Transportation  Priorities,  and  he  was  made  Priorities  Commissioner  of 
the  Board.  A  new  priorities  committee  was  then  formed  with  Edwin  B.  Parker 
as  chairman.  This  was  in  the  latter  part  of  August  1917,  so  that  it  may  be 
safely  said  that  priorities  as  a  system  was  not  really  developed  before  the  fall 
of  1917. 

It  came  to  its  zenith  in  the  reorganization  of  the  War  Industries  Board,  fol¬ 
lowing  Mr.  Baruch’s  appointment  as  chairman.  At  that  time,  Judge  Lovett 
having  joined  the  Railroad  Administration,  Judge  Parker,  as  he  was  familiarly 
known,  had  become  Priorities  Commissioner  and  was  rapidly  building  up  the 
Priorities  Division.  The  Priorities  Commissioner,  besides  having  the  statutory 
control  of  preference  in  railway  transportation,  was  authorized  by  the  President, 
the  Secretary  of  War,  the  Secretary  of  the  Navy,  the  chairman  of  the  Shipping 
Board,  and  the  president  of  the  Emergency  Corporation  to  exercise  by  himself 
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and  through  the  priorities  committee  such  powers  as  they  had  respecting 
preference. 

Finally,  the  President’s  letter  of  March  4,  1918,  to  Mr.  Baruch,  which  was  in 
effect  an  Executive  order,  conferred  on  the  War  Industries  Board  for  priority 
purposes  all  the  implied  wartime  powers  of  the  Executive.  At  this  time  the 
feeble  and  merely  advisory  priorities  committee  of  the  spring  of  1917  became 
a  stalwart  agency  of  industrial  administration  by  Government.  It  was  a  potent 
factor  in  price-fixing,  in  conservation,  curtailment,  conversion,  material  ration¬ 
ing,  regional  dispersion  of  industry  and  general  regulation  thereof;  and  its 
application  shaped  the  draft  on  manpower  for  the  Army  and  Navy.  Just  as 
the  War  Industries  Board  intertwined  itself  among  virtually  all  Government 
agencies,  so  the  priorities  function  and  power  were  mixed  with  almost  everything 
the  Board  did. 

The  Priorities  Division  1  consisted,  besides  the  Commissioner,  of  two  bodies, 
the  Priorities  Board  and  the  priorities  committee,  of  each  of  which  the  Commis¬ 
sioner  was  chairman,  and  three  sections  for  the  special  administration  of  priority 
in  regard  to  transportation,  labor,  and  nonwar  construction.  The  Priorities 
Board  was  the  molder  of  policy  and  the  priorities  committee  more  of  an  execu¬ 
tive,  especially  in  routine  and  minor  matters. 

The  Board  contained  in  its  membership  representatives  of  the  great  purchasing 
k  and  economic  control  bodies  of  the  Government,  including  the  Emergency  Fleet 
I  Corporation,  the  Fuel  Administration,  of  the  Allied  Purchasing  Commission,  of 
the  Navy,  of  the  Railroad  Administration,  of  the  Army,  :fnd  of  the  War  Trade 
Board.  The  committee  was  something  of  a  mongrel  in  its  composition,  being  made 
up  of  functional  members,  commodity  representatives,  and  representatives  of  the 
Army  and  Navy  as  such,  its  composition  being  designed  for  administrative 
detail  rather  than  for  counsels  of  policy. 

Stated  in  the  simplest  terms,  the  functions  of  the  Priorities  Division  were  “to 
determine,  whenever  necessary,  priorities  of  production  and  of  delivery  and  the 
proportions  of  any  given  article  which  are  to  be  made  accessible  to  the  varying 
demands  for  it.’’  This,  the  War  Industries  Board’s  own  definition,  points  out 
that  production  priority  involves  priority  in  respect  of  plants,  fuel  supply,  electric 
energy,  raw  materials,  finished  products,  labor,  and  transportation  in  every  form. 
The  object  of  the  priorities  system,  it  was  explained,  was  “by  means  of  its  func¬ 
tion  to  resolve  the  conflictsi  that  arise  in  the  execution  of  the  military  and 
industrial  programs  over  the  production  and  distribution  of  commodities  and  the 
use  of  incidental  agencies.” 

As  the  interdepartmental  formulator  of  “general  plans  for  the  coordination  of 
the  military  program,  as  presented  by  the  military  authorities,  and  the  industrial 
program,  insofar  as  such  programs  demand  priorities,”  and  as  the  designator  of 
the  agencies  for  the  carrying  out  of  the  programs,  the  Priorities  Board  became 
one  of  the  mightiest  centers  of  power  in  the  Government.  As  the  Requirements 
Division  brought  all  the  Government  departments  and  agencies  vitally  interested 
in  war  problems  together  to  study  and  order  requirements  and  to  project  policies 
into  the  future;  so  the  Priorities  Board  brought  them  together  to  coordinate 
policies  in  their  concrete  application  to  production  and  delivery.  The  former 
j  sought  to  harmonize  future  demand;  the  latter  to  meet  formulated  and  projected 
demand  and  coordinate  them  in  fact.  The  difference  between  priorities  in  the 
early  war  days  and  priorities  under  the  fully  organized  War  Industries  was  the 
difference  between  day  and  night. 

The  Requirements  Division  and  Clearance  paved  the  way  for  automatic  priority 
for  the  direct  demands  of  the  Army,  the  Navy,  and  of  the  Shipping  Board,  hut 
the  Priorities  Board  had  to  lay  down  a  large  scheme  of  group  and  individual 


1  Maj.  Gen.  J  B.  Aleshire  was  chairman  of  the  original  priorities  committee  under  the 
Council  of  National  Defense.  The  membership  of  the  Priorities  Board,  as  finally  organized, 
was  :  Edwin  B.  Parker,  Priorities  Commissioner,  chairman  ;  Bernard  M.  Baruch,  ex  officio  ; 
Maj.  Gen.  George  W.  Goethals,  Army  representative;  Clarence  M.  Woolley,  representing 
the  War  Trade  Board  ;  Edward  Chambers,  representing  the  Raiload  Administration  ; 
Charles  R.  Piez,  representing  the  United  States  Shipping  Board  and  Emergency  Fleet 
Corporation  :  P.  F.  Noyes,  representing  the  Fuel  Administration  ;  T.  F.  Wliitmarsh.  repre¬ 
senting  the  Food  Administration  :  Alexander  Legge,  vice  chairman  of  the  War  Industries 
Board,  also  representing  the  Allied  Purchasing  Commission  :  and  Felix  Frankfurter,  chair¬ 
man  of  the  War  Labor  Policies  Board.  H.  G.  Phillipps  acted  as  secretary.  The  following 
was  the  personnel  of  the  priorities  committee  :  Edwin  B.  Parker,  Priorities  Commissioner, 
chairman  ;  Charles  K.  Foster,  vice  chairman  ;  members,  George  Armsb.v,  H.  II.  Barbour, 
W.  W.  Chase.  Percy  Holbrook,  .1.  M.  Hopkins,  Henry  Krumb.  F.  II.  Macpherson,  Rear 
Admiral  N.  E.  Mason,  Lt.  Col.  C.  A.  McKenney,  Everett  Morss.  Lucius  P.  Ordway,  T.  C. 
Powell,  Rear  Admiral  A.  V.  Za ne.  Maurice  Hirsch  acted  as  secretary,  and  Marcus  B. 
Hall  as  assistant  secretary. 
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priorities  to  protect  the  ultimate  supplying  of  such  demands  and  to  restrict 
civilian  consumption  of  foods,  materials,  and  facilities  to  the  barest  minimum 
consistent  with  national  health  and  safety.  Except  as  food  and  fuel  were  already 
controlled  by  their  respective  administrations,  the  War  Industries  Board  now, 
through  priority,  came  into  control  of  virtually  the  whole  industrial  life  of  the 
Nation  and,  through  the  relation  of  priority  to  the  selective  draft,  in  that  it 
determined  what  were  essential  and  nonessential  industries,  affected  the  personal 
destiny  of  millions. 

General  Crowder  issued  the  dictum:  “Work  or  fight.”  The  War  Industries 
Board  determined  the  choice  for  vast  numbers  of  men  between  the  camp  and  the 
shop  or  office,  for  its  poliey  was  to  close  out  or  curtail  industries  unnecessary  for 
the  time  being.  Even  more  directly,  the  Board  indicated  to  General  Crowder 
the  occupations  he  could  cull  for  soldiers  without  danger  of  serious  civil  impair¬ 
ment. 

The  complex  problem  the  priority  function  was  to  solve  was  fundamentally  the 
ordering  of  the  whole  materially  productive  life  of  the  country  so  as  to  serve 
military  wants  in  the  order  of  need  to  the  greatest  possible  extent  consistent 
with  the  maintenance  of  the  fabric  of  economic  life  and  of  the  physique  and  morale  . 
of  the  civilians. 

It  necessarily  involved  not  only  the  application  of  preference  as  between  ,j 
nations,  between  domestic  military  and  civil  needs  and  among  categories  of  4 
military  requirements,  but  also  of  discrimination  in  civil  requirements.  It  in-  f 
volved  in  a  broad  sense  the  rationing  of  all  the  people  and  of  all  the  industries. 

It  was  obvious  that  it  was  physically  impossible  to  take  each  and  every  one  of  ,  : 
some  thousands  of  commodities  (though  possible  and  actually  practiced  with  j 
certain  basic  commodities)  and  determine  a  system  of  fractional  priority  or 
participations,  by  which  every  neeessitious  demand  would  be  met  in  the  degree 
considered  advisable.  It  would  have  been  almost  as  hard,  even  if  the  total  sup¬ 
ply  of  commodities  had  been  directly  under  the  administration  of  the  Board,  to  | 
assign  to  each  valid  application  for  priority  the  precise  numerical  order  of  its 
participation. 

In  fact,  the  War  Industries  Board  had  to  work  priority  without  knowing  defi¬ 
nitely  just  what  was  the  full  legitimate  demand  and  what  the  total  supply  with 
which  to  meet  it.  It  had  to  take  a  chance  on  the  unknown  and  lay  down  a  fixed 
rule  of  access  to  materials  and  facilities  in  accordance  with  the  relative  im¬ 
portance  of  certain  general  requirements  in  respect  of  the  big,  national  business 
of  winning  the  war.  It  was  quite  prepared  to  see  dispensable  industries  find 
the  stores  exhausted  when  their  turn  came,  but  it  had  to  depend  on  its  judgment 
and  on  the  willingness  of  the  people  to  bear  privation  as  to  whether  some 
of  the  minor  so-called  indispensable  requirements  were  met. 

The  simile  of  eggs  in  a  basket  was  used  by  Gen.  Hugh  S.  Johnson  to  present 
the  solution  of  the  problem  in  a  graphic  manner.  A,  B,  C,  and  D  have  varying 
needs  for  eggs  of  which  the  basket  contains  an  unknown  number.  Because  of 
uncertainty  as  to  the  number  of  eggs,  it  is  impossible  to  allocate  them  according 
to  intensity  of  need  among  the  four  applicants  for  them.  For  the  same  reason 
it  is  not  certain  that  A  and  B,  as  representing  the  most  pressing  needs,  can  be  i  \ 
supplied  by  definitely  curtailing  C  and  D.  Assuming,  however,  that  A's  need  is  ' 
paramount,  we  can  say  that  he  shall  take  the  eggs  so  long  as  he  needs  them,  and 
that  thereafter  B,  C,  and  D  may  indiscriminately  help  themselves  or  have  singu¬ 
lar  access  to  the  balance  according  to  the  relative  importance  of  their  wants. 

If  none  of  the  three  represent  indispensable  industry,  it  may  be  convenient  to 
let  them  help  themselves ;  or,  if  they  vary  in  importance,  it  may  be  advisable  to 
give  B  first  chance  at  what  A  leaves,  and  so  on.  This  is  the  skeleton  of  the 
priority  system.  If  had  its  dangers,  but  it  worked  despite  the  fact  that  the  War 
Industries  Board  did  not  attempt  to  police  A,  B,  C,  and  D.  and  further  despite 
the  fact  that  it  did  not  itself  hold  the  eggs,  even  unknown  as  they  were. 

The  four  groups  of  the  parable  increased  as  the  war  went  on,  until  on  July  1, 

1818,  circular  No.  4  made  them  coincident  with  the  population  by  saying,  “During 
the  war  in  which  the  United  States  is  now  engaged  all  individuals,  firms,  asso¬ 
ciations,  and  corporations  engaged  in  the  production  of  raw  materials  and 
manufactured  products  (save  foods,  feeds,  and  fuels)  are  requested  to  observe 
regulations  respecting  priority”  ;  and,  of  course,  throug'h  the  proper  administra¬ 
tions  priority  was  applied  to  the  three  exceptions. 

Piioiity  was  localized  in  the  War  Industries  Board  and  was  its  creation,  but 
the  composition  of  the  Board  made  it  the  fountain  head  of  the  application  of  the 
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priority  principle  for  the  Government  as  a  whole.  In  this  aspect  it  had  a  certain 
weakness,  for,  although  Presidential  authority  always  stood  behind  it,  there  was 
a  degree  of  lost  power  in  applying  it  through  bodies  that  were  organizationally 
as  supreme  in  ships,  external  trade,  foods,  feeds,  and  fuel  as  the  War  Industries 
Board  was  in  the  general  field  of  industry.  A  perfect  organization  would  have 
had  the  Board,  or  at  least  the  priority  administration,  unquestionably  supreme 
in  the  whole  field  of  production. 

The  original  priorities  committee  got  under  way  in  a  comprehensive  manner 
on  September  21,  1917,  when  it  issued  priority  circular  No.  1,  giving  general 
directions  and  information  as  to  procedure  under  its  authority.  It  directed 
that  iron  and  steel  producers  should  rate  their  orders  for  products.  Before  that 
time  large  numbers  of  priority  questions  had  been  decided  individually,  but 
thereafter  there  was  a  formal  system  of  receiving  and  granting  applications  for 
certificates  of  priority.  The  first  certificate  was  issued  on  September  25,  and 
from  that  time  until  the  suspension  of  priority  after  the  armistice  more  than 
211,000  applications  were  dealt  with.  On  the  record  day  for  applications,  1,901 
were  received,  and  the  maximum  number  of  certificates  granted  on  1  day  was 
2,121. 

The  method  of  rating  established  by  the  first  circular  provided  for  the  divi¬ 
sion  of  all  work  and  orders  into  five  classes  alphabetically  designated  according 
to  order  of  precedence.  Class  AA  comprised  all  urgent  and  exceptional  war 
orders;  class  A  included  all  other  war  work  in  general,  such  as  arms  and 
ammunition,  naval  and  merchant  ships,  airplanes  and  locomotives;  class  B 
was  made  up  of  demands  for  production  which,  while  not  primarily  for  war 
purposes,  were  necessary  to  the  maintenance  of  national  vigor ;  class  C  took 
in  all  orders  and  all  work  not  covered  by  priorities  certificates  or  by  the  later 
established  automatic  ratings  which  contributed  to  purposes  entitled  to  prefer¬ 
ential  treatment,  as  set  out  in  a  preference  list.  No  certificates  were  required 
in  this  class  nor  in  class  D,  the  residuary  class. 

There  was  further  subdivision  of  the  classes.  For  example,  to  start  the 
systematic  work  of  administering  priority  with  a  clean  sheet,  all  orders  for 
products  given  by  the  War  and  Navy  Department  and  the  Emergency  Fleet 
Corporation  before  September  1  were  put  in  class  Al.  The  application  of 
priority,  according  to  these  ratings,  did  not  mean  that  every  order  received 
by  a  factory  should  be  first  attended  to  according  to  its  rating,  but  only  that 
the  rating  should  be  so  observed  as  to  insure  the  completion  of  each  job  in 
the  contract  time.  Thus  the  reception  of  an  AA  order  did  not  mean  the  drop¬ 
ping  of  work  on  other  orders  so  as  to  complete  the  AA  order  first,  but  only 
such  a  modification  of  factory  procedure  as  would  insure  the  filling  of  the  AA 
order  within  the  prescribed  time.  The  Priorities  Committee  did  not  undertake 
ordinarily  to  issue  precedence  orders  to  each  producer.  The  holder  of  a  cer¬ 
tificate  of  priority  Called  for  his  materials  and  facilities  from  other  manufac¬ 
turers  and  exhibited  his  certificate  in  order  to  obtain  the  place  in  their  manu¬ 
facturing  schedules  to  which  it  entitled  him. 

In  time,  it  developed  that  automatic  ratings  could  he  assigned  to  a  consid¬ 
erable  portion  of  orders,  and  when  all  industries  were  put  under  control 
July  1,  1918,  a  scheme  of  automatic  ratings  was  simultaneously  applied,  which 
avoided  an  administrative  break-down  from  the  immense  amount  of  detail  that 
would  otherwise  have  been  involved.  Under  this  scheme  the  recipient  of  an 
order  which  would  naturally  fall  into  certain  of  the  lower  ratings  would  attend 
to  his  own  priority  rights,  supporting  his  orders  under  them  with  an  affidavit 
setting  forth  the  facts  entitling  him  to  the  raing  named. 

The  Priorities  Board  and  the  Priorities  Committee  issued  circulars  defining 
the  classification  of  purposes  demanding  preferential  treatment,  the  one  issued 
by  the  former  on  the  day  of  its  establishment,  March  27,  1918,  being  the  final 
one  and  having  the  superior  authority  that  came  with  the  wider  scope  of  the 
board  as  distinguished  from  the  committee.  This  general  classification  of  pur¬ 
poses  was  later  supported  by  a  list  of  preferred  industries,  divided  into  4 
classes  of  preference,  which  was  extended  until  it  covered  73  industries  and 
specified  7,000  plants  whose  product  was  of  such  a  nature  that  it  was  consid¬ 
ered  that  they  should  have  special  ratings  above  or  below  those  into  which 
they  would  fall  according  to  the  classification  of  purposes.  The  first  class  of 
industries  had  preference  over  all  others  in  the  production  and  supply  of  fuel 
and  electric  energy,  transportation,  and  labor.  The  distinction  between  the  3 
remaining  classes  was  not  hard  and  fast  in  practice,  but  was  made  rather  as  a 
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means  of  giving  a  general  view  of  the  relative  importance  of  different  kinds 
of  industry.2  All  4  classes  enjoyed  precedence  over  unclassified  industries. 

Priority,  of  course,  was  as  inevitable  as  the  force  of  gravity,  as  a  part  of  any 
system  of  industrial  control  for  war  purposes.  It  was  part  of  the  munitions 
administration  of  all  nations.  A  unique  feature  of  its  American  use  was  that  it 
was  essentially  voluntary  and  cooperative.  The  main  lines  of  priority  were 
virtually  acquiesced  in  by  what  amounted  to  a  congress  of  industry,  before  they 
were  decided  upon.  Individual  applications  of  priority  were  almost  invariably 
approved  by  the  judgment  of  chose  adversely  affected  when  they  were  asked 
to  decide  for  themselves  in  view  of  the  general  need  and  welfare.  The  annals 
of  the  War  Industries  Board  are  replete  with  instances  of  men  and  corporations 
writing  their  own  death  warrants,  as  it  were. 

Objections  to  priority  regulations  almost  without  exception  proceeded  from 
the  isolated,  individual  point  of  view.  When  a  complainant  came  to  the  War 
Industries  Board  bursting  with  what  seemed  to  him  righteous  indignation,  he 
would  cheerfully  reverse  himself  when  the  public-welfare  point  of  view  was 
presented  to  him.  The  spirit  of  service  for  the  common  good  was  ultimately 
supreme  in  all  men  in  those  times.  The  American  businessman  never  showed 
himself  more  favorably  than  in  his  relations  with  the  War  Industries  Board. 
When  the  hour  of  sacrifice  came,  he  gave  his  business  to  the  Government  as 
freely  as  he  gave  his  sons. 

The  writer  believes  that  the  War  Industries  Board,  after  March  1918,  had 
ample  power  to  effect  anything  it  undertook,  however  vague,  indirect,  conditional, 
legal,  or  nonlegal  that  power  was.  It  is  true,  however,  that  most  of  the  big  busi¬ 
nessmen  in  its  service  hold  the  view  that,  while  its  moral  and  effective  power  was 
practically  unlimited,  its  legal  authority  was  so  precarious  that  it  effected  its 
ends  by  sufferance  rather  than  by  authority.  This  position  is  doubtless  due  to 
the  fact  that,  because  of  the  opportunities  for  legalistic  casuistry  concerning 
many  phases  of  the  Board’s  work,  and  because  there  was  a  time  when  it  had  no 
authority,  these  executives  had  got  into  the  habit  of  asking  cooperation.  It  was 
so  freely  granted  that  they  rarely  had  to  think  of  the  power  behind  them,  and,  in 
fact,  they  hated  to  appeal  to  it.  When  you  do  not  have  to  use  power  to  effect 
common  action,  you  prefer  to  forget  that  you  have  it.  A  reasonable,  flexible, 
human  organization,  like  the  War  Industries  Board,  undoubtedly  derived  more 
dynamic  force  from  the  spirit  of  cooperation  it  encouraged  than  a  rigid,  statu¬ 
torily  superimposed  executive  agency  could  have  commanded.  Such  an  instru¬ 
mentality  might  have  enforced  all  that  the  law  required,  but  the  cooperative 
medium  got  far  more.  All  men  work  better  for  us  than  for  you. 

Priority  administration  had  an  effect  that  was  somewhat  beyond  the  domain 
of  the  War  Industries  Board  in  the  strict  conception  of  the  latter.  Even  when 
his  powers  were  practically  unlimited,  Mr.  Baruch  held  the  view  that  the 
Board  was  not  to  interfere  in  purely  military  matters ;  that,  broadly,  it  was 
for  the  war-making  agencies  to  determine  what  they  required  of  industry,  and 
for  the  Board  to  see  that  they  got  it. 

But,  in  seeking  to  meet  these  wants  through  priority  and  allied  functions, 
the  Board  was  many  times  forced  to  inquire  whether  military  demands  could 
not  be  modified  or  restricted.  At  one  time  the  Army  actually  called  for  20 
suits  of  underwear  for  each  soldier  in  France,  on  the  theory  that  because  of 
vermin  they  would  have  to  be  thrown  away  at  the  end  of  a  week's  use.  The 
strain  of  such  an  order  on  the  knitting  industry  led  to  inquiry,  the  systematic 
use  of  delousing  apparatus,  and  the  substantial  reduction  of  the  order. 

There  were  many  similar  cases — often  leading  to  wholesale  cancelations;  but 
in  general  the  Board  accepted  military  estimates,  with  the  result  that  many 
industries  were  overstrained  in  efforts  to  produce  within  a  short  time  things 
that  would  not  be  used  up  for  a  long  time.  Of  course,  the  long,  precarious, 
and  slowly  operating  supply  line  between  America  and  France  necessitated 
that  several  months’  consumption  requirements  should  always  be  en  route, 
in  addition  to  prudent  reserves ;  but,  even  so,  there  was  an  insistent  effort  to 
obtain  more  than  the  country  could  produce.  It  was  not  physically  possible 
to  buy  and  obtain  within  a  year  the  amounts  of  goods  represented  by  Army 
funds  set  aside  for  that  purpose — more  than  $15,000,000,000  in  1918.  Had  the 


2  For  texts  of  circulars  and  orders  of  the  Priority  Board  and  the  Priority  Committee 
and  administrative  details,  see  American  Industry  in  the  War  (Government  Printing 
Office,  Washington),  being  the  final  report  of  the  War  Industries  Board;  and  the  War 
Trade  Board's  Government  Control  of  Prices,  issued  in  cooperation  with  the  War 
Industries  Board. 
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War  Industries  Board  been  projected  a  little  more  into  tbe  military  estimates 
of  requirements,  there  would  have  been  a  much  more  equable  flow  of  orders. 

By  the  instrumentality  of  priority  the  War  Industries  Board  directed  both 
production  and  distribution ;  it  said  what  should  be  produced  and  where,  and 
it  said  who  should  have  the  product.  After  the  Board  had  extended  its  control 
to  all  industry  not  otherwise  under  Government  control,  American  industry,  was 
for  the  time  being  nationalized  as  to  management;  and,  through  the  war-  and 
excess-profis  tax  and  surtax,  nationalized  as  to  profits.  It  performed  services 
according  to  Government  direction  and  for  the  profit  of  the  Government. 

Individualistic  American  industrialists  were  aghast  when  they  realized  that 
industry  had  beeu  drafted,  much  as  manpower  had  been.  What  none  had 
foreseen  had  come  to  pass.  Had  any  man  said  in  1916  that  the  whole  pro¬ 
ductive  and  distributive  machinery  of  America  could  be  directed  successfully 
from  Washington,  he  would  have  been  called  a  lunatic.  Yet  in  1918  that  was 
being  done.  That  it  was  a  fact  and  not  a  theory  was  due  to  the  transcendent 
spirit  of  the  times.  Business  willed  its  own  domination,  forged  its  bonds,  and 
policed  its  own  subjection.  There  were  bitter  and  stormy  protests  here  and 
there,  especially  from  those  industries  that  were  curtailed  or  suspended.  Few 
men  are  great  enough  to  see  with  equanimity  their  factories  silenced  when  all 
around  them  is  the  clamor  of  unwonted  business  activity.  Yet  ninety-nine 
tunes  out  of  a  hundred  the  most  resentful  voluntarily  made  the  sacrificial 
choice  when  asked:  “Will  you  take  this  material  or  will  you  let  the  boys  in 
France  have  it?” 

The  administration  of  priority  was  a  complex  and  delicate  task.  Should  loco¬ 
motives  go  to  Pershing  to  help  him  get  ammunition  to  the  front  or  should  they 
go  to  Chile  to  haul  the  nitrate  without  which  there  could  be  no  ammunition? 
Should  steel  go  to  destroyers  whose  mission  was  to  sink  submarines  or  to  the1 
merchant  ships  the  submarines  had  thinned  to  the  point  of  breaking  down  of  the 
food  supplies  of  the  Allies?  Should  brass  go  to  binoculars  without  which  cargo 
ships  could  not  leave  port  or  to  shells  without  which  they  need  not  go  at  all? 
Should  nitrate  go  to  munitions  without  which  guns  were  useless  or  should  they 
go  to  fertilizers  without  which  the  artillerymen  would  be  food  less?  Should 
acetone,  indispensable  for  British  explosive,  go  to  the  powder  mills  or  to  airplanes 
which  needed  it  for  their  wings?  Should  chrome  steel  go  to  indispensable  army 
trucks  or  indispensable  army  munitions?  Should  women  be  condemned  to  steel¬ 
less  corsets  or  tinless  preserved  vegetables?  Should  cranes  go  to  American 
wharves  for  loading  ships  for  France  or  to  French  wharves  for  unloading  the 
same  ship?  Should  ships  from  Brazil  bring  coffee  to  bolster  civilian  morale  or 
manganese  for  fighting  steel?  Should  coal  go  to  Italy  to  power  munitions  plants 
there  or  to  coke  here  for  steel  for  those  plants?  Should  long-staple  cotton  go 
to  tires  for  army  trucks  or  to  fabric  for  airplanes? 

The  wisdom  of  Solomon  could  not  have  infallibly  decided  all  these  questions 
and  thousands  like  them — often  posed  by  strenuous  and  commanding  men,  feverish 
with  the  excitement  of  the  productional  race  against  time.  But.  they  were 
decided — and  a  decision  was  the  main  thing.  No  error  of  judgment  in  such 
matters  could  equal  no  judgment.  Decision  gave  birth  to  order. 

It  would  be  overstating  the  case  to  give  the  impression  that  priority  always 
worked  like  a  clock.  When  any  organization  gets  to  that  point  in  growth  where 
dispositions  are  made  automatically  according  to  a  prescribed  routine,  it  enters 
the  red-tape  period,  and  as  yet  nobody  has  discovered  how  extensive  business  or 
government  can  be  handled  without  system,  which  is  the  respectful  name  for  red- 
tape.  It  is  related  that  a  priority  order  once  reached  the  Baldwin  Locomotive 
Works  several  weeks  after  the  “rush”  job  for  which  priority  was  therein  directed 
had  beeu  completed  and  shipped.  In  this  case  the  Baldwin  people  simply  had 
gone  ahead  with  a  task,  which  their  own  judgment  told  them  was  of  a  preferred 
nature. 

The  free-and-easy  methods  of  such  a  democratic  body  as  the  War  Industries 
Board,  which  was  always  emphasizing  cooperation  and  minimizing  compulsion, 
made  it  easy  for  bold  spirits  to  ignore  the  rules.  One  great  manufacturer  proudly 
told  the  writer  that  he  never  paid  any  attention  to  official  priority.  “I  always 
got  what  I  wanted  and  got  it  when  I  wanted  it,”  he  said.  However,  as  his  plants 
were  exclusively  occupied  with  war  work,  the  flexible  Priorities  Division  may 
have  provided  for  this  autonomous  administration  of  priority. 

Nevertheless,  there  were  many  and  devious  ways  of  beating  priority,  which 
were  sometimes  resorted  to  for  the  general  good,  and  at  other  times  for  the 
most  sordid  reasons.  An  instance  of  the  former  was  when,  under  a  district 
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railway  embargo  put  on  to  clear  up  a  congestion  of  traffic,  a  large  munitions  plant 
was  unable  to  get  shipment  of  an  essential  machine  from  a  plant  in  another  city. 
It  found  a  way  to  beat  the  rules  and  get  its  machine  when  every  effort  to  get  a 
priority  shipment  right  failed.  Certain  swindling  jobbers  of  lumber  made  a 
fortune  by  taking  advantage  of  automatic  priority  through  a  scheme  of  getting 
railway  transportation  preference  under  false  representations. 

Priori  ty  stepped  on  a  lot  of  toes  besides  those  directly  banged  by  the  preferential 
decisions.  When  demand  exceeds  supply,  preference  is  in  the  hands  of  the  seller, 
and  so  the  purchaser  pays  him  for  priority,  the  priority  that  goes  to  the  man 
with  the  most  money.  Administration  of  priority  by  the  Government  took  that 
element  out  of  prices,  and  a  lot  of  profiteering  fortunes  that  were  on  the  ways 
were  never  launched.  But  here  priority  merges  into  price  fixing,  a  topic  to  be 
dealt  with  in  another  chapter. 

Notwithstanding  the  profound  effect  of  priority  in  the  direction  of  price- 
stabilization  by  establishing  an  orderly  sequence  of  the  satisfaction  of  demand 
and  insuring  supplies  of  materials  to  the  holders  of  Government  contracts,  the 
dour  critics,  who  insist  that  the  United  States  won  the  greatest  war  fn  it's 
history  by  failing  in  every  department  of  the  war  effort,  now  contend  that  the 
Government  should  have  followed  the  peacetime  method  of  letting  contracts  by 
bids.  The  method  actually  followed  was  that  of  either  negotiated  or  fixed  prices, 
with  priority  as  a  means  of  general  coordination  of  industrial  sequences  and 
interrelations.  Competitive  bidding  under  war  conditions  with  the  Government 
as  an  urgent  buyer  of  all  that  could  be  produced  would  have  been  a  mockery  and 
with  such  a  continuous  confusion  of  production  and  stimulation  of  prices  as  can 
hardly  be  conceived.  Competitive  bidding  in  such  circumstances  is  incompatible 
with  such  an  indispensable  regulator  as  priority  or  with  such  a  brake  as  price 
fixing. 

After  the  principle  of  priority  had  received  general  recognition,  it  became  the 
most  potent  implement  of  industrial  strategy,  because  with  it  industrial  control 
became  flexible ;  and  industrial  forces  could  be  advanced,  retired,  and  shifted  to 
the  flanks  in  the  economic  combat  with  the  Germans  just  as  surely  as  Foch  could 
move  his  divisions  and  armies  in  the  military  conflict. 

For  example :  In  August  1918  the  French  reported  that  the  draft  of  the  com¬ 
bined  French  and  American  armies  on  French  75-millimeter  shells  was  unexpect¬ 
edly  greater  than  production  and  that  the  reserves  were  being  perilously  depleted. 
They  had  fallen  from  30,000,000  to  13,000,000.  The  Germans  were  on  the  run  and 
then  was  the  time  to  hammer  them  without  stint.  No  shells  were  coming  from 
America,  and  yet  the  French  munitions  plants  were  working  only  half-time  for 
lack  of  steel.  Within  5  days  of  the  time  that  the  French  reported  the  situation 
to  the  Foreign  Mission  of  the  War  Industries  Board,  the  Mission  had  satisfied 
itself  of  the  correctness  of  the  French  representation  and  cabled  the  Board  for 
immediate  assistance.  On  the  sixth  day,  by  direction  of  the  War  Industries 
Board,  the  Lackawanna  Steel  Co.  and  the  Carnegie  Steel  Co.  were  diverted  to  the 
production  of  75-millimeter  steel,  and  the  first  shipments  arrived  in  France 
within  3  weeks.  The  steel  was  actually  arriving  in  France  before  the  French 
Ministry  of  Munitions  had  formally  placed  orders  for  it.  It  came  rolling  into 
the  French  shell  plants  in  such  unfailing  quantities  that,  with  the  10,000  guns 
of  the  American  and  French  batteries  blazing  away  as  never  before,  the  French 
reserves  went  up  to  19,000,000  shells. 

That  is  priority  in  action.  That  is  industrial  strategy  in  war.  FoelTs  manipu¬ 
lation  of  his  millions  was  magnificent.  But  suppose  their  caissons  had  been 
empty,  as  they  would  have  been  but  for  the  industrial  manipulation  in  America — 
3,000  miles  away. 

Anybody  will  tell  you  that  no  American  shells  were  discharged  in  France, 
but  nobody  will  tell  you  that  but  for  American  steel,  rushed  to  the  front 
in  the  supreme  emergency,  there  would  soon  have  come  a  time  when  there 
would  have  been  no  French  shells  either.  It  was  much  the  same  with  air¬ 
planes.  We  did  not  get  large  numbers  to  France,  but,  if  we  had  not  rushed 
the  supply  of  steel,  parts,  spruce,  motors,  and  a  hundred  other  things  to  the 
French  and  British  factories,  there  would  have  been  very  little  Allied  flying 
in  the  last  months  of  the  war. 

Let  us  turn  to  another  form  of  industrial  strategy  made  possible  through  the 
flexibility  of  manipulation  of  industrial  facilities  by  means  of  priority.  Toward 
the  end  of  the  war  General  Pershing’s  artillery  was  on  the  verge  of  quiescence 
because  of  the  lack  of  horses  and  mules  to  drag  guns  and  supplies  over  the 
ruined  roads  and  across  country  at  the  front,  Spain  had  a  surplus  of  mules, 
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but  would  not  sell  them.  The  War  Industries  Board,  through  General  Dawes 
and  the  War  Trade  Board,  found  that  Spain  was  in  desperate  need  of  ammonia 
sulphate  as  an  ingredient  of  agricultural  fertilizers,  but  could  not  import  it 
because  of  the  appropriation  of  the  entire  supply  by  the  Allies  for  the  manu¬ 
facture  of  explosives.  America  itself  was  desperately  short  of  ammonia 
sulphate,  but  Pershing  needed  those  Spanish  mules  worse  than  the  sulphate 
was  needed  at  home,  and  the  Spaniards  needed  it  so  much  that  they  were 
willing  to  exchange  for  it  the  strategic  mules  that  no  gold  could  buy.  The 
button  of  priority  was  touched ;  the  embargo  on  the  exportation  of  ammonia 
sulphate  to  Spain  from  the  United  States  was  raised ;  the  Spaniards  got  their 
fertilizer  and  Pershing  got  his  mules.  Industrial  strategy  again. 

With  the  establishment  of  the  Priorities  Board  on  the  massed  authority  of 
the  President  and  of  the  Navy  and  War  Departments,  the  Shipping  Board 
and  the  Emergency  Fleet  Corporation,  the  War  Trade  Board,  the  Fuel  Admin¬ 
istration.  the  Food  Administration,  the  Allied  Purchasing  Commission,  such 
direct  Congressional  authority  as  there  was  for  priority,  and  with  all  the 
authority  conferred  on  or  acquired  by  the  War  Industries  Board,  there  came 
into  existence  the  apical  form  of  industrial  control  known  to  the  United 
States  during  the  war,  a  form  which  eventually  applied  to  all  industry. 
While  its  legislative  authority  was  vague,  partial,  and  of  patches,  it  put  all 
industry  inescapably  into  the  hands  of  the  War  Industries  Board,  for  there  was 
no  appeal  from  the  decisions  of  the  Priorities  Board  except  to  the  chairman  of 
the  War  Industries  Board  and  the  President.  The  rents  in  its  garment  of 
authority  were  amply  filled  by  the  docile  and  cooperative  spirit  of  industry. 
The  occasional  obstructor  fled  from  the  mandates  of  the  Board  only  to  find 
himself  ostracized  by  his  fellows  in  industry.  Through  the  development  of 
the  principle  of  priority  and  of  its  administration,  the  long-sought  coordination 
was  attained  in  theory  and  in  practice  to  the  full  degree  that  might  have  been 
expected  in  view  of  the  early  termination  of  the  war  and  the  defect  of  its  place¬ 
ment  in  the  general  scheme  mentioned  above.  It  was  the  supreme  implement 
of  the  direction  and  discipline  of  national  integrated  industry. 

And.  be  it  noted  anticlimactically  and  bluntly,  priority  became  what  it  was 
only  when  the  President  notified  all  of  the  war-working  agencies  that  no  priority 
order  would  be  issued  without  the  approval  of  the  chairman  of  the  War 
Industries  Board. 

The  Chairman.  Mr.  Knudsen,  will  you  be  good  enough  to  come 
around  ? 

Will  you  kindly  give  the  reporter  your  full  name  and  title? 

Mr.  Knudsen.  William  S.  Knudsen,  Director  General,  Office  of 
Production  Management. 

The  Chairman.  Will  you  proceed,  please,  Mr.  Knudsen,  and  pro¬ 
vide  us  with  your  views  regarding  the  original  bill,  and  whether  or 
not  there  is  any  objection  to  the  amendment  that  was  introduced  in 
the  House  by  Mr.  Cox,  and  if  so,  why  objections  are  being  provided 
by  your  division  ? 

STATEMENT  OF  WILLIAM  S.  KNUDSEN,  DIRECTOR  GENERAL  OF  THE 
OFFICE  OF  PRODUCTION  MANAGEMENT 

Mr.  Knudsen.  Mainly  I  can  state  it  something  like  this: 

In  production,  there  are  three  functions.  There  is  that  of  pur¬ 
chasing  the  material,  that  of  following  up  and  getting  the  material, 
and,  third,  that  of  producing. 

You  cannot  separate  one  function  from  the  other  two,  if  you  want 
to  control  the  finished  transaction. 

Therefore,  when  we  set  up  the  Office  of  Production  Management, 
those  three  functions  of  the  priorities,  really  corresponding  to  the 
follow-up  we  have  in  private  business,  were  set  up  with  that  in  mind, 
that  we  could  coordinate,  first,  the  buying;  second,  the  flow  of  mate¬ 
rial;  and,  third,  the  production  of  material. 
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We  have  worked  on  that  basis  right  along,  and  I  feel  it  would  be- 
in  fact,  I  am  sure  it  wouldn’t  work  to  have  a  separate  agency  looking 
after  priorities,  where  we  would  have  to  go  and  get  permission  every 
time  we  had  to  switch  something  in  the  field.  That  is  liable  to  happen 
every  day  when  we  get  up  to  top  production. 

So,  as' I  understand  it,  our  original  authority  didn’t  extend  to  sub¬ 
contracts;  it  didn’t  extend  to  anything  outside  the  Army  and  Navy, 
which  we  are  bound  to  be  up  against  now,  especially,  with  the  lend- 
lease  bill  in  effect. 

The  idea  is  to  give  us  the  necessary  permission  to  extend  priorities 
to  subcontracts  and  to  items  other  than  for  the  Army  and  Navy.  That 
was  the  reason  for  the  bill. 

Senator  Austin.  What  are  the  words  that  do  that?  I  am  anxious 
about  that.  I  think  Senator  Thomas’  suggestion  is  worthy  of  careful 
thought  at  this  time  because  my  own  impression,  Mr.  Chairman,  is 
that  we  ought  not  to  do  this  piecemeal ;  it  ought  all  be  done  up  and 
unified  and  have  the  bill  cover  the  whole  business,  i  think  the  sugges¬ 
tion  of  Senator  Thomas  ought  not  to  be  just  passed  by,  and  I  would 
like  to  know  what  are  the  terms  of  this  bill  that  extend  it  to  other 
contracts?  Are  they  only  to  be  found  in  (A),  (B),  and  (C)  ? 

Mr.  Knudsen.  Yes,  sir. 

Senator  Austin.  That  is  all. 

Mr.  Knudsen.  Yes,  sir. 

Senator  Austin.  Do  you  think  that  that  is  adequate? 

Mr.  Knudsen.  Yes,  sir. 

Senator  Austin.  You  do? 

Mr.  Knudsen.  Yes,  sir. 

Senator  Austin.  Well,  we  want  to  study  that. 

Mr.  O'Brian.  As  General  Counsel  for  the  Office  of  Production 
Management,  could  I  say  a  word  to  clear  this  up  ? 

The  Chairman.  Certainly. 

STATEMENT  OF  JOHN  LORD  Q’SRIAN,  GENERAL  COUNSEL,  OFFICE 
OF  PRODUCTION  MANAGEMENT 

Mr.  O’Brian.  These  two  bills,  Senator  Thomas,  were  introduced 
almost  simultaneously.  The  bill  before  you  that  you  are  considering 
had  been  submitted  to  and  had  the  approval  of  the  War  Department, 
the  Navy  Department,  the  Office  of  Price  Administration,  the  Budget 
Control,  and  ourselves. 

Broadly,  it  does  include,  you  are  quite  right,  the  power  that  is  in  your 
bill.  This  language - 

Senator  Austin  (interposing).  You  are  speaking  to  Senator  Thomas 
when  you  say  “you”  ? 

Mr.  O'Brian.  I  am  addressing  myself  to  the  question  of  whether 
there  is  a  conflict  between  these  bills..  The  language  for  which  you 
ask  is  on  page  2  of  the  bill : 

(B)  Contracts  or  orders  which  the  President  shall  deem  necessary  or  appro¬ 
priate  to  promote  the  defense  of  the  United  States. 

That  would  include  contracts  in  the  so-called  Treasury  bill. 

Senator  Thomas  of  Utah.  But  doesn’t  it  just  leave  that  very  con¬ 
flict  that  we  would  like  to  avoid?  Is  the  President  to  be  the  judge 
of  whether  he  shall  follow  the  Treasury  Department  or  whether  he 
shall  follow  the  War  Department? 
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Mr.  O'Brian.  In  both  cases,  Senator  Thomas,  the  power  is  entirely 
in  his  discretion,  and  we  had  understood  informally,  off  the  record, 
that  the  Treasury  people  were  not  aware  that  this  bill  had  been 
introduced,  and  that  they  would  be  willing  to  strike  that  from  their 
bill.  That  is  my  information,  but  I  can’t  speak  authoritatively  for 
the  Treasury  Department. 

Senator  Lee.  Were  the  other  departments  aware  that  the  Treas¬ 
ury  Department  bill  had  been  introduced? 

Mr,  O’Brian.  We  were  not — Office  of  Production  Management  ivas 
not — aware  that  that  bill  was  introduced.  They  went  in  2  or  3  days 
apart,  one  in  the  House  and  the  other  in  the  Senate.  The  Office  of 
Production  Management  bill,  the  one  that  you  are  considering,  had 
been  submitted  to  all  of  these  agencies  except  the  Treasury  and  the 
Maritime  Commission.  It  might  just  as  well  have  been  submitted  to 
them,  but  it  happened  that  they  were  not  consulted.  Our  bill  is 
really  the  joint  bill  of  Office  of  Production  Management,  War,  Navy, 
I  Mr.  Henderson’s  commission — and  had  the  approval  of  the  Budget 
before  it  was  introduced,  and  we  were  not  aware  that  the  Treasury 
was  introducing  the  bill  which  you  have.  Senator  Thomas. 

Senator  Thomas  of  Utah.  Can’t  we,  then,  Mr.  O’Brian,  ask  that 
the  sponsors  of  this  bill  take  under  consideration  the  bill  which  the 
Treasury  submitted,  and  see  of  we  can’t  make  a  joint  bill  out  of 
them,  so  there  won’t  be  confusion.  Then  we  can  let  the  Treasury 
bill  rest  where  it  is. 

Mr.  O’Brian.  We  can  do  that - 

Senator  Thomas  of  Utah.  You  will  have  to  make  friends  with  the 
Treasury,  though. 

Mr.  O'Brian.  What  I  am  trying  to  say  is  this:  The  bill  that  you 
are  considering,  if  you  enact  it  in  the  form  it  came  from  the  House, 
with  that  last  sentence  in  it,  will  give  the  President  the  same 
power - 

Senator  Austin  (interposing).  In  order  not  to  be  misunderstood, 
will  you  state  the  language? 

Mr.  O’Brian.  With  this  language,  on  page  3  of  the  bill  you  have 
before  you — 

The  President  may  exercise  any  power,  authority  or  discretion  conferred  on 
him  by  this  section  through  such  department,  agency,  or  officer  of  the  Gov¬ 
ernment  as  he  may  direct,  and  in  conformity  with  any  rules  and  regulations 
which1  he  may  prescribe. 

now  that  would  cover,  by  its  broad  language,  the  provision  that  is 
in  the  so-called  Treasury  bill  of  Senator  Thomas,  but  I  am  quite 
sure  that  the  Treasury  and  ourselves  can  straighten  this  out.  What 
I  am  trying  to  say  is  that  there  will  be  no  conflict  between  us  on 
that. 

Senator  Lee.  But  your  answer  is  that  there  is  conflict  and  over¬ 
lapping  as  they  now  stand? 

Mr.  O’Brian.  In  the  sense  that  the  two  bills  provide  for  priorities; 
there  is  no  conflict  m  the  fact  that  both  confer  upon  the  President 
the  discretionary  power  to  grant  priorities,  in  the  Treasury  bill  as 
to  Treasury  contracts,  and  in  our  bill  as  to  all  contracts. 

Senator  Lee.  The  difference  being  that  H.  R.  4534  was  sponsored 
by  the  Office  of  Production  Management,  the  War  Department,  and 
the  Navy  Department — any  other  departments? 
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Mr.  O’Brian.  And  the  Office  of  Price  Administration  and  Civilian 
Supply,  Mr.  Henderson’s  department. 

Senator  Lee.  Whereas  the  other  bill  was  sponsored  only  by  the 
Ti  •easury  Department. 

Mr.  O’Brian.  Well,  that  is  my  understanding,  but  I  don’t  like  to 
speak  authoritatively  about  that. 

Senator  Austin.  Here-  is  a  practical  question  that  occurs  to  me. 
In  the  exercise  of  his  discretion,  if  the  President  had  both  of  these 
bills  in  the  form  of  law,  could  he  split  this  priorities  division  so  that 
you  might  have  priorities  set  up  in  the  Treasury  Department  that 
would  fall  into  conflict  with  priorities  set  up  in  O.  P.  M.  ? 

Mr.  O’Brian.  Theoretically  that  is  true. 

Senator  Austin.  Well,  we  don’t  want  that. 

Mr.  O’Brian.  But  actually,  it  would  not  work  that  way,  because 
the  President  has  already  vested,  by  Executive  order,  in  O.  P.  M.,  all 
of  the  statutory  authority  that  was  given  him  by  Congress  with  re¬ 
spect  to  Army  and  Navy  contracts  and  priorities,  and  when  the  Price 
Administration  Division  was  set  up,  Mr.  Henderson’s  division,  he  em¬ 
powered  Mr.  Henderson  to  study  civilian  requirements  and  to  make 
plans  and  recommendations  to  Mr.  Stettinius,  still  retaining  in  O.  P. 
M.  the  final  power  to  administer  all  priorities. 

Does  that  answer  your  question  ? 

Senator  Austin.  Yes;  but  we  are  dependent  on  that  being  frozen, 
are  we  not?  It  doesn’t  stay  so  by  statute,  it  only  remains  so  as  long 
as  the  Executive  order  doesn’t  change  ? 

Mr.  O’Brian.  That  is  true. 

Senator  Lee.  Now,  in  the  World  War,  was  there  any  precedent 
established  for  the  Treasury  exercising  a  priority  power  through  pro¬ 
curement,  which  did  not  originate  in  the  War  Industries  Board? 

Mr.  O’Brian.  1  am  sorry,  but  I  can’t  answer  that,  Senator,  I  don’t 
know. 

Can  you  answer  that,  Mr.  Henderson? 

Mr.  Henderson.  There  were  and  do  exist  some  priorities  under  an 
emergency  by  the  Transportation  Act,  in  order  to  give  sanction  and 
priorities  for  movement  of  rail  transportation. 

Now,  during  the  World  War,  these  were  made  accessible  to  Mr. 
Baruch  for  the  enforcement  of  priorities  under  the  commodity  stat¬ 
ute.  That  was  done  by  President  Wilson,  and  it  bears  out  the  point 
that  Judge  O’Brian  has  made,  that  if  you  had  this  duplication  of  two 
bills,  it  would  not  mean  a  confusion  because  the  President  has  lodged 
the  priorities  power  in  the  Office  of  Production  Management,  and  pre¬ 
sumably,  by  the  Rules  and  Regulations,  he  would  carry  that  forward 
and  lodge  the  same  power  under  the  Treasury  bill  right  in  the  Office 
of  Production  Management. 

Senator  Lee.  But  all  of  the  power  in  the  World  War  set-up  began 
and  ended  with  the  W ar  Industries  Board,  which  was  headed  by  Mr. 
Baruch  ? 

Mr.  Henderson.  Well,  you  speak  of  power,  Senator  Lee - 

Senator  Lee  (interposing).  I  mean  with  respect  to  priorities. 

Mr.  Henderson.  Yes ;  the  power  with  respect  to  priorities,  but  their 
sanctions  through  the  Transportation  Act  were  made  available  to  him 
from  the  transportation  agency  by  Executive  order. 
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In  other  words,  you  are  correct,  the  War  Industries  Board  did 
have  available  all  the  Executive  powers  for  carrying  out  any  priority 
it  established  on  any  industrial  plant. 

The  Chairman.  Gentlemen  of  the  committee,  Mr.  Vinson  who  is 
chairman  of  the  Naval  Affairs  Committee  of  the  House,  is  here  this 
morning,  and  we  are  very  glad  to  have  him  with  us.  He  men¬ 
tioned  to  me  a  moment  ago  that  he  would  like  at  this  juncture  to 
make  a  statement  in  reference  to  some  of  the  remarks  already  made 
with  respect  to  the  bill  under  consideration. 

Mr.  Vinson,  before  you  begin  your  statement,  are  there  any  of 
the  members  of  the  committee  who  would  like  to  ask  Mr.  Knudsen 
any  questions  before  he  retires? 

Senator  Chandler.  Mr.  Knudsen,  in  your  opinion  is  this  amend¬ 
ment  objectionable,  and  would  it  work  a  hardship  on  those  of  you 
who  are  trying  to  get  this  job  done? 

Mr.  Kn  ttdsen.  It  would,  indeed. 

Senator  Schwartz.  I  just  have  in  my  mind  here  that  neither  of 
these  bills  refers  to  the  Treasury  Department  or  the  Office  of  Pro¬ 
duction  Management,  so  in  view  of  the  President’s  power  there 
should  be  no  conflict  in  them,  even  if  they  were  both  enacted. 

Senator  Chandler.  The  original  bill  said  that  the  President  might 
handle  it  under  any  agency,  and  as  I  understand  it,  this  amendment 
is  going  to  require  him  to  name  a  director,  whether  he  wants  to  or 
not.  If  the  bill  says  he  “may,”  that  presupposes  that  he  “may  not,” 
too.  I  prefer  that  lie  be  permitted  to  handle  it  as  he  wants  to,  if  it 
is  going  to  be  effective. 

Under  the  original  bill  it  says  he  “may”  handle  it  through  some 
agency  he  has  already  constituted  or  may  hereafter,  but  it  is  in 
his  own  discretion  and  in  his  own  power  the  way  he  wants  to  handle 
it,  and  the  way  that  perhaps  would  be  most  effective. 

This  requires  him,  with  the  advice  and  consent  of  the  Senate,  to 
appoint  a  director  whether  he  wants  to  or  not.  I  have  no  objec¬ 
tion  to  his  appointing  one,  but  if  the  amendment  is  adopted  it  says 
that  he  “may,”  and  then  he  “may  not,”  too. 

But  it  doesn't  add  anything,  it  leaves  it  to  him  finally  to  say 
whether  he  may  appoint  anybody  or  may  not. 

Senator  Schwartz.  What  I  had  in  mind  was  that  neither  the  Sen¬ 
ate  bill,  or  the  bill  that  we  have  here  this  morning,  refers  to  any 
particular  executive  body. 

Senator  Chandler.  I  think  the  Senator  is  right  about  that. 

The  Chairman.  Are  there  any  further  questions  of  Mr.  Knudsen? 

If  not,  thank  you  very  much,  Mr.  Knudsen. 

Now,  Mr.  Vinson,  will  you  be  good  enough  to  give  your  name  to 
the  reporter? 

STATEMENT  OF  HON.  CARL  VINSON,  CONGRESSMAN  FROM  THE 

STATE  OF  GEORGIA,  CHAIRMAN  OF  THE  HOUSE  NAVAL  AFFAIRS 

COMMITTEE 

Mr.  Vinson.  Mr.  Chairman  and  Members  of  the  Committee: 

I  am  deeply  grateful  for  your  according  me  this  privilege  of  mak¬ 
ing  a  brief  statement  in  regard  to  this  bill,  H.  R.  4534,  which  I 
introduced  at  the  request  of  Mr.  Knudsen  and  Mr.  Stettinius. 
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The  reason  why  they  requested  that  I  introduce  this  bill  was 
because  the  committee  handled  the  bill  of  which  this  is  an  amend¬ 
ment,  what  was  known  as  the  naval  speed-up  bill. 

In  handling  these  bills,  we  ofttimes  probably  encroach  on  the 
jurisdiction  of  other  committees.  The  Naval  Affairs  Committee  and 
the  Military  Affairs  Committee  deal  with  the  question  of  national 
defense.  We  are  not  very  strict  in  the  House  as  to  jurisdiction. 
Therefore,  the  Military  Affairs  Committee  had  as  much  jurisdiction 
on  the  original  bill,  as  it  was  passed  out,  as  did  the  Naval  Affairs 
Committee,  and  this  committee  has  just  as  much  jurisdiction  on 
the  subject  matter  today  as  the  Senate  Naval  Affairs  Committee, 
and  therefore  it  has  been  properly  referred  to  your  committee. 

Senator  Austin.  Would  the  Congressman  permit  a  question  there  ( 

Mr.  Vinson.  Yes. 

Senator  Austin.  I  believe  that  our  precedents  here  in  the  Senate 
show  that  in  a  case  of  bills  that  concern  both  Army  and  Navy,  they 
have  been  referred  to  the  Military  Affairs  Committee  as  a  priority. 

Mr.  Vinson.  That  is  right,  and  in  the  House  the  bulk  of  them 
come  in  to  the  Naval  Affairs  Committee,  because  it  is  satisfactory 
to  the  Military  Affairs  Committee. 

Now,  Mr.  Chairman,  the  purpose  of  my  appearing  here  this  morn¬ 
ing  is  for  two  reasons:  First,  I  know  how  important  it  is  that  some 
mandatory  and  statutory  priority  be  enacted,  that  I  am  hoping  that 
a  bill  which  will  be  enacted  won’t  be  so  amended  that  it  will  require 
a  long  conference  and  further  hearing  by  the  Naval  Affairs  Com¬ 
mittee. 

Now,  in  regard  to  the  bill  of  Senator  Thomas,  S.  1405,  if  that  were 
incorporated  in  this,  which  deals  with  the  question  of  competitive 
bids  and  of  conferring  upon  the  Treasury  Department  the  right  of 
negotiated  contracts — I  am  apprehensive  that  that  would  delay  this 
bill  considerably,  because  it  would  tie  it  up  in  the  conference,  and  it 
is  highly  important  that  this  bill  be  enacted  just  as  early  as  possible, 
for  various  reasons  which  Mr.  Stettinius  and  his  group  can  say. 

So,  I  am  hoping  that  in  this  inquiry  the  bill  will  not  be  so 
amended  as  to  make  it  long  delayed  in  conference  and  require  it  to 
be  debated  again  on  the  floor  of  the  House. 

Senator  Thomas  of  Utah.  My  whole  question  had  to  do  with  pri¬ 
orities,  the  conflict  that  might  come  there,  the  very  thing  you  want 
to  avoid. 

Mr.  Vinson.  Yes;  but  I  think  we  ought  to  deal  with  these  things 
and  let  each  stand  on  its  own  merits. 

This  bill  of  yours,  with  all  deference  to  you,  without  examining  it, 
opens  up  a  question.  It  says,  “Without  advertisement  or  competi¬ 
tive  bids.”  Well,  that  question  would  be  debated  for  a  week  on  the 
floor  of  the  House. 

Senator  Thomas  of  Utah.  It  is  already  allowed  in  regard  to  the 
Army  and  Navy. 

Mr.  Vinson.  I  know  it,  under  certain  conditions  fixed  in  this  bill 
right  here  which  established  the  principles,  for  the  first  time,  of  negoti¬ 
ated  contracts  under  which  the  War  and  Navy  Departments  are  doing 
certain  things  wholly  in  the  interests  of  national  defense.  But  this 
would  permit  the  Treasury  Department  to  do  things  by  negotiated 
contracts  which  now  the  law  requires  to  be  done  by  competitive  bidding. 
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So  I  am  hoping  the  Senate  won’t  incorporate  that  subject  matter 
in  this,  because  I  am  afraid  if  it  does  there  will  be  considerable  delay 
on  this  bill. 

Senator  Thomas  of  Utah.  Since  you  so  completely  misunderstand 
what  I  am  trying  to  do.  I  had  better  say  a  word. 

There  is  no  rivalry  of  jurisdiction.  It  was  just  in  trying  to  get  rid 
of  a  jurisdiction  that  made  me  bring  this  matter  up.  I  had  no  idea 
of  incorporating  ungermane  things  in  any  bill.  That  is  very  far  from 
my  mind.  What  I  want  to  do  is  avoid  this  very  confusion  you  are 
trying  to  talk  about. 

My  whole  point  is  based  upon  the  theory  in  regard  to  priorities,  and 
just  in  regard  to  priorities. 

My  mind  is  very  simple,  but  I  can’t  understand  any  priority  at  all 
if  you  have  a  conflict  in  jurisdiction  in  regard  to  priorities,  because 
that  just  doesn’t  work. 

Now,  that  is  the  only  reason  I  brought  this  thing  up  here,  so  that  we 
can  withdraw  this  bill  as  far  as  its  priority  section  is  concerned,  and 
take  out  that  section  if  it  can  be  covered  in  here. 

Mr.  Vinson.  Well,  I  am  just  hoping.  Mr.  Senator,  that  whatever 
amendment  you  put  in  this  bill  will  be  of  such  character  that  it  won’t 
delay  the  bill,  because  the  Priorities  Division  of  the  Office  of  Produc¬ 
tion  Management  is  very  anxious,  and  they  have  got  very  pertinent 
reasons,  for  its  enactment  just  as  speedily  as  possible,  which  I  can 
state  to  you - 

Senator  Thomas  of  Utah  (interposing).  I  think  we  all  understand 
that,  Mr.  Vinson.  I  believe  we  have  got  a  grasp  of  what  the  Govern¬ 
ment  is  trying  to  do. 

Mr.  Vinson.  Now,  with  reference  to  the  Cox  amendment,  I  accepted 
the  Cox  amendment  when  it  was  presented  on  the  floor  of  the  House, 
and  the  House  unanimously  approved  it,  and  so  did  it  unanimously 
approve  the  bill.  And  the  theory  upon  which  I  accepted  the  Cox 
amendment  was  this : 

While  I  recognize  the  fact  that  on  January  7  the  President  issued  an 
Executive  order  creating  the  Office  of  Production  Management,  headed 
bv  Mr.  Knudsen,  one  of  the  most  distinguished  men  in  America,  and 
Mr.  Hillman,  and  then  later  on  broke  it  down  into  three  groups — the 
Priorities  Division  and  the  Purchasing  Division,  and  some  other  divi¬ 
sion — and  headed  the  Priorities  Division  with  Mr.  Stettinius.  Now, 
the  thought  that  was  in  the  mind  of  the  House  was  this:  They  were 
so  impressed  with  Mr.  Stettinius  leading  this  Division  that  they  wanted 
to  make  it  possible,  if  it  could  be  done  by  some  expression  of  Congress, 
to  have  that  type  of  man  lead  the  Priorities  Division. 

Now,  I  agree  thoroughly  with  what  Judge  Patterson  had  to  say 
with  reference  to  the  Army  and  Navy  Munitions  Board.  Of  course, 
they  should  not  be  over  the  Priorities  Division,  and  should  be  working 
like  they  are,  in  collaboration  with  the  Priorities  Division. 

Now,  that  was  in  back  of  the  whole  theory;  if  you  will  read  the 
debate  on  the  floor  of  the  House,  and  if  you  will  read  my  statement, 
you  will  notice  at  the  very  outset  I  stated  that  in  view  of  the  far- 
reaching  power  being  conferred  by  the  priorities  bill,  amending  the 
act  of  last  year,  that  had  it  not  been  headed  by  such  a  distinguished 
man  as  Mr.  Stettinius,  whom  the  whole  country  has  confidence  in,  and 
who  holds  practically  the  very  existence  of  industry  in  the  palm  of 
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his  hand,  there  would  have  been  some  hesitancy  on  the  part  of  the 
Naval  Affairs  Committee  of  the  House  in  reporting  the  bill  out  in  the 
first  instance. 

It  is  the  type  of  personnel  that  sold  the  bill  to  the  committee  and 
sold  it  to  the  House,  so  that  they  passed  it  without  a  single  amend¬ 
ment,  except  the  Cox  amendment,  which  was  offered  entirely  on  the 
ground  that  the  President  had  made  such  a  wise  selection  in  placing 
Mr.  Stettinius  at  the  head  of  it. 

Now,  I  have  drafted  for  your  consideration  a  substitute  for  the 
Cox  amendment,  and  I  respectfully  request  consideration  of  it  when 
you  come  to  mark  up  the  bill,  because  I  want  to  say  now  that  the 
House  wants  some  assurance  that  Mr.  Stettinius,  or  a  man  like  Mr. 
Stettinius,  will  continue  to  be  at  the  head  of  the  Priorities  Divi¬ 
sion,  if  it  is  humanly  possible  to  draft  it  in  language  to  accom¬ 
plish  that. 

Senator  Lee.  Mr.  Chairman. 

The  Chairman.  Senator  Lee. 

Senator  Lee.  Chairman  Vinson,  do  you  think  we  can  write  per¬ 
sonalities  into  legislation? 

Mr.  Vinson.  Not  a  bit  in  the  world,  but  you  can  express  it  in  such 
a  way  that  you  accomplish  the  same  thing. 

So  we  said  this,  and  here  is  the  substitute  I  am  offering:  “The 
President  may  exercise  any  power,  authority,  or  discretion  con¬ 
ferred  on  him  by  paragraph  (1)  or  paragraph  (2)  of  this  section, 
through  a  Director  of  Priorities  (in  this  paragraph  called  the  Direc¬ 
tor),  except  that  the  President  may,  to  the  extent  that  he  deems 
desirable,  make  the  exercise  of  such  power,  authority,  or  discretion 
by  the  Director  subject  to  the  supervision  or  control  of  the  Director 
General  of  the  Office  of  Production  Management,  in  association  with 
the  Assistant  Director  thereof.” 

Now,  what  does  that  do?  That  merely  keeps  under  the  O.  P.  M. 
the  Priorities  Division,  and  it  doesn’t  divorce  it  like  it  was  sought 
to  be  divorced  in  Mr.  Cox’s  amendment. 

Then  we  say,  “The  Director  shall  be  appointed  by  the  President, 
with  a  salary  of  $12,000,  and  shall  be  confirmed  by  the  Senate.” 

Now,  that  is  our  view  on  that.  We  think  that  a  man  occupying 
this  important  position  should  be  confirmed  by  the  Senate  and 
should  be  paid  a  salary. 

Senator  Lee.  Mr.  Chairman. 

The  Chairman.  Senator  Lee. 

Senator  Lee.  May  1  say  to  Mr.  Vinson :  I  understood  you  to  say 
that  you  wanted  speed  here  on  this,  and  now  you  bring  in  another 
amendment  ? 

Mr.  Vinson.  That  is  right. 

Senator  Lee.  Trying  to  put  in  this  descriptive  language  in  legisla¬ 
tion,  which  would  be  interpreted  in  each  man’s  mind  according  to 
his  own  judgment. 

You  have  heard  the  Secretary  of  War  here  say  that  this  bill  is 
satisfactory  without  that.  Don’t,  you  feel  that  what  you  offer  here 
is  not  strengthening  the  bill  at  all  ? 

Mr.  Vinson.  Yes;  I  think  it  strengthens  it  materially. 

Senator  Lee.  But  will  offer  an  opportunity  for  delay? 
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Mr.  Vinson.  No;  I  think  it  strengthens  it  materially,  because  we 
are  operating  entirely  today  by  the  0.  P.  M.  under  an  Executive 
order.  We  are  asking  that  we  confer  by  statute,  broad  legislative 
authority  to  the  O.  P.  M.,  which  is  divided,  as  I  said,  into  these 
three  groups,  which  has  broad  powers  over  industry. 

Then,  I  think  that  the  man  that  heads  it  should  be  at  least  ap¬ 
proved  by  the  Senate. 

Senator  Johnson.  Are  you  extending  broad  powers  to  the  O.  P.  M., 
or  are  you  extending  broad  powers  to  the  President? 

Mr.  Vinson.  To  the  President. 

Senator  Johnson.  That  is  a  different  matter  entirely. 

Mr.  Vinson.  Of  course,  we  all  know  that  the  President  cannot 
administer  it  himself,  and  so  he  set  up  this  agency.  Of  course,  he 
could  give  it  to  the  Secretary  of  War,  if  he  wanted  to,  or  the  Sec¬ 
retary  of  the  Navy,  but  he  has  designated  it  to  the  O.  P.  M. 

Senator  Johnson.  The  President  may  find  in  3  months  from  now 
that  the  O.  P.  M.  can’t  satisfactorily  do  the  job,  and  he  may  have  to 
create  another  agency.  Why  tie  his  hands? 

Mr.  Vinson.  That  is  the  very  point.  When  we  confer  this  broad 
authority  upon  a  director  we  want  the  Senate  to  have  a  voice  as  to 
who  is  going  to  administer  it. 

Senator  Schwartz.  Rut  isn't  this  the  vice  of  your  position :  That 
you  are  crystallizing  the  present  set-up  and  we  are  in  a  situation, 
world  situation,  that  changes  from  day  to  day,  and  if  you  enact 
that  amendment,  you  have  crystallized  the  O.  P.  M.? 

Mr.  V  inson.  But  you  are  crystallizing  the  authority  by  the  amend¬ 
ment  to  the  bill.  Now,  if  you  crystallize  the  authority  and  broaden 
their  power  over  and  above  this  Act,  then  certainly  we  should  have 
some  control  over  it. 

Senator  Schwartz.  And  further,  however  high  regard  you  may 
have  for  the  particular  individual  that  occupies  the  position  at  this 
time,  the  language  of  your  bill  would  not  control  the  Executive  at  all. 

Mr.  Vinson.  Of  course  not,  but  getting  back  to  your  point — the 
only  thing  in  the  law  about  priorities  is  in  this  bill  that  I  intro¬ 
duced,  known  as  the  speed-up  bill,  which  says,  “shall  take  priority 
over  all  deliveries  for  private  account  or  for  export.”  That  is  all 
the  law  on  the  statute  books  dealing  with  the  question  of  priorities. 
Now  they  have  come  in  here  and  asked  for  broad  powers,  and  I  am 
perfectly  willing  to  give  them  those  broad  powers,  and  I  want  to 
crystallize  that  into  a  statute;  but  when  I  do,  when  I  do  give  them 
those  ♦broad  powers,  then  I  say  that  Congress,  the  legislative  branch 
of  th '  Government,  should  have  some  voice  in  who  is  going  to  run  it. 

Senator  Lee.  Tn  other  words,  here  in  the  Senate  a  minority  could 
hold  a  thing  like  that  up  indefinitely  right  in  the  midst  of  war? 
We  debated  the  lease-lend  bill  longer  than  it  took  Hitler  to  conquer 
four  countries,  and  you  want  to  throw  that  right  back - 

Mr.  Vinson  (interposing).  That  is  true  with  everything  that  hap¬ 
pens  under  the  rules  of  the  Senate,  with  all  deference  to  the  Senate. 
Thaf  is  true  with  everything. 

Smafor  Lee.  I  guess  I  asked  for  that. 

Mr.  V  tnson.  So  the  Senator  here,  and  the  Senator  here,  hit  the 
nail  on  the  head.  You  are  criticizing  me  for  trying  to  crystallize 
the  present  set-up - 
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Senator  Schwartz  ( interposing) .  I  am  not  criticizing  you  at 
all - 

Mr.  Vinson  (interposing).  I  don't  mean  it  in  that  sense.  Yet  at 
the  same  time,  you  are  going  to  pass,  and  we  have  already  passed, 
broad  statutory  authority  to  the  President  to  delegate  anybody  he 
sees  fit,  assuming  he  sweeps  aside  the  O.  P.  M.  and  puts  in  a  new 
set-up  there. 

Yet  we  have  already  written  the  basic  law  here,  in  this  bill,  by 
which  he  can  go  out  and  take  priorities  over  any  industry  in  the 
United  States  that  has  got  national  defense  contracts.  The  very 
existence  of  the  whole  industry  of  the  country  is  in  the  palm  of  his 
hand,  by  this  amendment  that  we  are  putting  in  here. 

F or  instance,  Mr.  Stettinius  could  have  a  concern,  a  civilian  con¬ 
cern,  come  up  that  has  a  contract  for  the  War  Department  and  he 
could,  by  arbitrary  rules,  almost  destroy  that  concern  as  far  as  its 
private  contracts  are  concerned. 

Senator  Schwartz.  That  is  presuming  a  good  deal.  I  don’t  think 
arbitrary  rules  would  be  adopted. 

Mr.  Vinson.  Not  a  bit  in  the  world,  but  I  think  when  Congress 
broadens  this  power,  it  ought  to  be  broadened  and  immediately,  and 
I  am  hoping  you  won’t  delay  us  in  conference,  because  everything 
that  is  being  done  today  is  being  done  voluntarily. 

Senator  Lee.  Do  you  think  you  are  broadening  it  when  you  limit 
it  to  having  the  head  of  the  priorities  confined  by  the  Senate;  isn’t 
that  a  limitation  ? 

Mr.  Vinson.  I  might  say,  privately,  I  was  delaying  it  consider¬ 
ably,  but  publicly  I  want  to  say  that  I  am  expediting  it,  because  I 
think  the  Senate  would  act  speedily  on  this  matter.  Of  course  they 
would,  and  you  know  it  and  I  know  it. 

Senator  Lee.  You  are  broadening  it  beyond  what  we  had  in  the 
World  War? 

Mr.  Vinson.  Why  shouldn’t  it  be  broadened;  why  should  Govern¬ 
ment  be  run  by  Executive  orders  ? 

Senator  Schwartz.  That  depends  upon  what  function  of  Govern¬ 
ment  is  being  operated  at  the  time  under  those  Executive  orders,  and 
it  depends  upon  what  the  situation  of  the  country  and  the  Nation 
and  the  world  is  at  the  time. 

Mr.  Vinson.  In  regard  to  that,  you  could  so  run  it  the  entire  time, 
in  peacetime  and  in  time  of  national  emergency,  without  Executive 
orders. 

Senator  Chandler.  What  do  you  say  to  the  proposition  that  they 
are  running  it  all  right  now?  If  we  are  going  to  have  any  success, 
we  have  got  to  let  the  fellows  run  it  who  are  running  it,  and  let  them 
run  it  the  way  they  are  running  it. 

Mr.  Vinson.  All  right,  but  when  they  come  to  Congress  to  get 
broad  legislative  and  statutory  authority,  then  that  is  where  Congress 
should  step  in  also. 

Senator  Chandler.  They  are  satisfied  with  the  way  it  is,  and  they 
have  got  to  do  the  job. 

Mr.  Vinson.  They  can’t  do  it  by  Executive  order,  that  is  the  very 
reason  they  are  here. 

Senator  Lee.  Where  are  they  held  up  ? 

Mr.  Vinson.  They  are  held  up  for  this  reason — they  are  held  up 
for  the  simple  reason  that  you  have  got  to  have  it  obligatory  and 
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mandatory  on  the  part  of  industry  that  it  will  give  priority  to  what 
the  Board  says  must  have  priority,  and  they  can’t  do  it  today  except 
by  statute. 

Senator  Lee.  During  the  World  War,  by  the  control  of  the  railroads 
under  the  Transportation  Act  of  1917,  and  under  the  Lever  Act, 
relating  to  foods,  and  under  the  Overman  Act,  they  had  plenty  of 
control  of  industries. 

Mr.  Vinson.  Yes;  and  they  also  were  handling  other  things  by 
Executive  order  and  were  getting  along  exceedingly  satisfactorily; 
but  today,  unfortunately ?  it  is  not  proceeding  as  it - 

Senator  Chandler  (interposing).  I  want  the  job  done,  I  don’t 
care  who  does  it,  and  I  want  it  done  well.  And  if  those  who  are 
now  trying  to  do  it  say  that  it  is  working  all  right,  I  think  it  is  a 
limitation  if  we  adopt  this  or  undertake  to  adopt  it. 

Mr.  \  Anson.  Another  point — a  manufacturer  under  this  provision 
now.  as  it  stands,  might  be  subject  to  suit.  We  exempt  him  from  any 
|  liability7  for  nonperformance  of  his  contract  for  a  private  contractor, 
*  and  it  is  highly  important  that  you  do  what  the  Priorities  Board  wants 
done. 

But  when  you  do  that,  and  clothe  them  with  more  authority  than 
they  have  had.  and  when  they  are  asking  broader  powers,  then  Con¬ 
gress  should  exercise  its  right  to  legislate  and  let  the  Senate  make 
the  confirmation  of  it. 

Senator  Schwartz.  This  House  bill  relieves  any  corporation  from 
any  damages  or  penalties  for  any  default  ? 

Mr.  Vinson.  That  is  right,  and  that  is  the  reason  it  is  necessary  to 
pass  the  bill. 

Senator  Schwartz.  Sure,  we  want  to  pass  the  bill,  but  we  don’t  want 
a  limitation  in  it,  we  don’t  want  to  crystalize  a  situation  that  is  fluid 
and  changing  every  day. 

Mr.  Vinson.  Let  me  ask  you — do  you  think  if  the  President  hadn’t 
established  some  priorities  board  and  clothed  it  with  such  distin¬ 
guished  men  as  Mr.  Knudsen,  Mr.  Stettinius,  and  Mr.  Henderson,  and 
those  people,  that,  not  knowing  anything  in  the  world  about  it,  we 
would  come  in  here  and  delegate  all  this  uncertain  power  to  some 
uncertain  agency?  Of  course  we  wouldn’t.  I  can  only  speak  for  the 
1  some  30  men  on  my  committee. 

Senator  Lee.  If  (hey  are  such  distinguished  men,  why  don’t  we  take 
their  word  about  this  ? 

Mr.  V  inson.  We  are  taking  their  word. 

Senator  Lee.  They  just  got  through  telling  us  that  they  didn’t 
want  this  amendment.  Also,  why  are  you  so  good  to  the  Senate 
that  you  want  to  give  us  additional  powers? 

Mr.  Vinson.  I  think  sometimes  the  Senate  needs  a  little  help  from 
the  House. 

Senator  Chandler.  I  agree  with  you. 

Senator  Downey.  Could  I  ask  that  Mr.  Vinson  again  read  the 
amendment  that  he  now  proposes  that  we  adopt? 

Mr.  Vinson  (reading)  : 

The  President  may  exercise  any  power,  authority,  or  discretion  conferred  on 
him  by  paragraph  (1)  or  paragraph  (2)  of  this  section  through  a  director  of 
priorities  (in  this  paragraph  called  the  “Director”)  except  that  the  President 
may,  to  the  extent  that  he  deems  desirable,  make  the  exercise  of  any  such 
power,  authority,  or  discretion  by  the  Director  subject  to  the  supervision  or 
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control  of  the  Director  General  of  the  Office  of  Production  Management  (Mr. 
Knudsen)  in  association  with  the  Associate  Director  thereof  (Mr.  Hillman). 

Now  I  don’t  divorce  the  Priorities  Division  from  the  O.  P.  M.,  I 
keep  it  under  the  O.  P.  M.  so  it  can  dovetail  together  in  every  respect. 

Senator  Schwartz.  That  is  one  of  the  very  things  that  I  would 
want  to  avoid,  I  wouldn’t  want  to  crystallize  these  Executive  powers 
even  in  so  distinguished  a  body  as  the  O.  P.  M.  at  this  particular  time. 
They  might  pass  away,  you  know,  you  can’t  tell  what  will  happen. 

Mr.  Vinson.  I  am  always  fearful  of  traveling  in  the  dark,  I  want 
to  see  the  light  before  me,  before  I  step. 

Senator  Schwartz.  Yes;  but  I  don’t  want  to  put  a  pair  of  blinders 
on  me,  and  then  travel. 

Mr.  Vinson.  Well,  you  have  got  your  eyes  wide  open  on  this,  be¬ 
cause  you  know  who  is  going  to  administer  it.  It  may  be  anybody, 
but  you  would  have  a  voice  in  saying  whether  you  approved  that 
selection — that  is  what  I  am  asking  for. 

Senator  Johnson.  Were  you  not  impressed  by  Secretary  Patterson’s 
statement  a  few  moments  ago,  that  the  O.  P.  M.  does  not  now 
appear  in  any  Federal  statute,  and  that  it  ought  not  to  appear  in  any 
Federal  statute,  and  yet  you  are  writing  it  right  into  this  statute? 

Mr.  Vinson.  I  don’t  agree  with  the  distinguished  Secretary,  be¬ 
cause  I  think  that  wherever  it  is  possible  to  enact  a  statute,  it  should 
take  the  place  of  an  Executive  order.  I  think  the  correct  way  to 
legislate  is  by  statute,  and  not  by  Executive  order.  That  is  the  very 
reason  I  am  sponsoring  this  proposition.  That  is  the  very  reason  that 
I  have  introduced  a  bill  trying  to  breathe  statutory  life  in  the  media¬ 
tion  and  conciliation  Executive  order. 

What  are  we  sent  here  for? 

What  are  we  elected  for? 

Has  the  day  come  to  America  Avhen  we  are  going  to  run  this  Govern¬ 
ment,  130  000,000  people  by  Executive  order? 

With  all  due  deference  to  the  President,  and  with  all  respect  to  his 
Executive  orders,  we  are  elected  to  legislate,  and  that  is  all  I  am 
asking  for  here,  to  exercise  the  legislative  authority  of  Government, 
as  well  as  the  Executive  authority  of  Government. 

Noav,  there  are  hundreds  of  cases  where  it  makes  for  confusion  to 
legislate,  where  you  can  accomplish  a  great  deal  more  by  Executive 
order;  but  Avhen  you  can  accomplish  it  by  statute,  and  have  the  flexi- 
bility  required  by  an  Executive  order  in  the  statute,  then  it  is  all  right 
to  enact  it. 

But  of  course  if  the  Senate  doesn’t  Avant  that  legislative  authority, 
that  is  their  business.  I  am  just  expressing  the  views  of  the  House. 
The  House  wants  that  authority,  the  House  wants  to  legislate  when¬ 
ever  it  is  possible  to  legislate,  because  that  is  what  we  are  charged 
Avith,  and  that  is  how  you  keep  your  three  branches  of  Government 
separate  and  distinct,  by  stepping  in  and  legislating. 

Senator  Chandler.  Let  me  ask  you  one  more  question?  Suppose 
your  amendment  were  adopted,  would  the  President  have  to  do  what 
you  told  him  to  do? 

Mr.  Vinson.  Of  course  not. 

Senator  Chandler.  And  lie  could  ignore  it  if  he  wanted  to? 

Mr.  Vinson.  But  you,  and  every  other  Senator,  would  have  a  AToice 
in  what  he  did. 
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Senator  Chandler.  Well,  suppose  he  just  read  that,  Mr.  \  inson, 
and  decided  that  he  wouldn’t  use  it? 

Mr.  Vinson.  Well,  he  could  do  this,  he  might  not  use  the  O.  P.  M. 
He  might  say,  “I  will  administer  it  myself.”  But  when  he  does  dele¬ 
gate  that  authority,  we  say  that  the  Senate  shall  have  a  voice  in  the 
approval  of  it. 

Senator  Chandler.  You  agree  that  he  may  not  do  it? 

Mr.  Vinson.  He  may  not  do  it.  he  might  say,  “Since  they  want  to 
have  a  voice  in  it.  I  wont  let  anybody  run  this  thing  except  myself.  ’ 
Well,  he  has  got  the  authority  in  there  to  run  it. 

Senator  Bridges.  You  believe  then  that  the  Office  of  Production 
Management  originally  should  have  been  set  up  by  legislation  rather 
than  by  executive  order? 

Mr.  Vinson.  Of  course  I  do.  The  basic  law  under  which  the 
O.  P.  M.  is  trying  to  live  is  a  statute,  and  it  is  so  drawn  out  from  that 
basic  law  that  you  can’t  carry  any  statutory  existence  in  the  O.  P.  M. 
But  if  the  O.  P.  M.  could  be  clothed  with  that  statutory  authority,  it 
ought  to  be  clothed  with  the  statutory  authority. 

Senator  Lee.  Mr.  Vinson,  you  don’t  believe  an  emergency  ever  arises 
where  a  democratic  form  of  government  must  repose  in  the  Executive 
unusual  powers  in  order  to  meet  that  condition  ;  you  would  have  it  all 
done  by  the  slow  democratic  processes  which  we  can  only  enjoy  in 
normal  peaceful  times? 

Mr.  Vinson.  No;  for  27  years  I  have  been  voting  unlimited  author¬ 
ity,  during  the  World  War  as  well  as  this  emergency,  to  the  President, 
and  I  am  perfectly  willing  to  give  him  any  authority  he  wants  at  any 
time,  but - 

Senator  Lee  (interposing).  But- — — 

Mr.  Vinson  (continuing).  But.  if  we  can  legislate  when  a  matter 
comes  before  11s  like  this  matter,  we  ought  to  legislate. 

Senator  Lee.  We  have  time  to  legislate  on  this,  but  in  the  future 
we  might  be  putting  a  block  in  the  way,  at  the  most  critical  hour  of 
this  country,  that  would  hamstring  the  President  and  the  executive 
authority  so  it  couldn’t  act  quickly,  as  the  action  of  one  man  would 
be  required? 

Mr.  Vinson.  Carrying  your  line  of  thought  out - 

Senator  Lee  (interposing).  I  know,  you  are  going  to  say  that  we 
are  creating  a  dictator. 

Mr.  Vinson.  We  might  just  as  well  pack  up  and  go  home,  we  might 
just  as  well  delegate  the  authority  to  appropriate  and  everything  else, 
and  go  home. 

Senator  Lee.  I  don’t  think  that  follows. 

Mr.  Vinson.  It  is  the  ultimate  conclusion. 

The  Chairman.  Right  there,  if  you  will  pardon  me  just  a  moment. 
This  doesn’t  make  it  mandatory  upon  the  President  that  he  appoint 
a  director. 

Mr.  Vinson.  Of  course  not,  the  President  may  exercise  his  discre¬ 
tion. 

Senator  Johnson.  If  he  is  going  to  get  the  job  done - 

Mr.  V  inson  (interposing).  Unless  he  does  it  himself. 

The  Chairman.  Or  directs  somebody  to  do  it. 

Mr.  Vinson.  If  he  directs  anybody,  that  person  has  got  to  be  con¬ 
firmed  by  the  Senate. 
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Senator  Johnson.  This  amendment  says  that  he  must  do  these 
things  through  this  agency. 

Mr.  Vinson.  The  President  may  exercise  any  power,  authority, 
or  discretion  conferred  on  him” - 

Senator  Johnson,  (interposing).  Go  ahead. 

Mr.  Vinson  (continuing).  “By  paragraph  1  or  paragraph  2  of 
this  section  through” - 

Senator  Johnson  (interposing).  That  is  your  point? 

Mr.  Vinson.  I  am  merely  saying  that  if  he  does  decide  to  do  it, 
by  somebody  else,  he  has  got  to  do  it  through  a  director  in  this  set-up. 

Now,  of  course,  the  original  law  says  this,  “in  the  discretion  of 
the  President,  take  priority  over  all  deliveries,”  and  so  forth,  and  he 
delegated  the  authority  to  the  O.  P.  M. 

That  is  all  I  have  got  to  say,  Senators.  I  am  very  grateful  to 
you.  If  you  don’t  think  you  want  this  additional  responsibility, 
when  you  are  broadening  and  crystallizing  great  powers  in  the 
O.  P.  M.,  it  is  a  matter  that  addresses  itself  to  your  superior  judg¬ 
ment.  But  I  think  that  since  we  are  broadening  this  power,  since 
we  are  crystallizing  it,  Congress  should  step  in  and  have  a  voice  in 
saying  who  shall  be  made  the  director. 

I  want  to  say  this,  I  think  the  O.  P.  M.  under  Mr.  Knudsen  and 
Mr.  Henderson  and  Mr.  Stettinius  is  a  great  organization,  and  they 
are  doing  great  work  down  there,  and  I  am  heartily  in  accord  with 
it.  But  if  I  can  strengthen  their  hand  by  breathing  statutory  author¬ 
ity  into  it,  it  ought  to  get  that  breath  of  life,  and  they  haven’t  much 
authority  by  Executive  order. 

For  that  reason,  they  are  here  asking  that  they  have  statutory 
authority. 

The  Chairman.  Are  there  any  other  members  of  the  committee 
who  would  like  to  direct  any  inquiries  to  the  chairman  of  the  House 
Naval  Affairs  Committee? 

I  want  to  ask  you  one  question.  How  many  divisions  are  there  in 
the  O.  P.  M.? 

Mr.  Vinson.  Three. 

The  Chairman.  Well,  if  you  are  going  to  have  a  Director  of 
Priorities,  why  shouldn’t  you  have  directors  of  the  other  divisions? 

Mr.  V  iNSON.  The  reply  to  that  would  be,  just  as  soon  as  Mr.  Hen¬ 
derson  comes  up  asking  for  statutory  authority  on  the  Purchasing- 
Division.  If  lie  came  before  my  committee,  I  would  do  the  exact 
same  thing  I  have  tried  to  do  here,  I  would  try  to  give  him  some 
statutory  authority. 

Senator  Lee.  And  with  that,  limitations? 

Mr.  Vinson.  No;  the  O.  P.  M.  is  divided  up  into  the  Division  of 
Production,  Division  of  Purchases,  and  Division  of  Priorities.  Mr. 
Stettinius  has  been  designated  by  Mr.  Knudsen  and  Mr.  Hillman, 
and  approved  by  the  President,  as  the  head  of  the  Division  of  Pri¬ 
orities.  Mr.  Henderson  has  been  designated  as  head  of  the  Division 
of  Purchases.  That  should  be  Mr.  Nelson.  Now,  suppose  Mr.  Nel¬ 
son’s  division  were  to  come  before  the  Congress  and  say,  “We  can’t 
get  along  under  this  Executive  order,  and  we  want  some  statutory 
authority  to  do  things”  under  something  that  hasn’t  been  even  created 
by  statute,  then  I  say  that  somebody  ought  to  step  in,  the  Senate 
ought  to  step  in,  the  House  can’t  step  in.  But  it  ought  to  be  you  gen- 
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tlemen  that  ought  to  have  a  voice  and  say  who  is  going  to  do  this, 
since  we  are  broadening  the  powers  of  the  original  order. 

The  Chairman.  Aren’t  you,  on  the  contrary,  rather  limiting  the 
powers  of  Mr.  Knudsen  ? 

Mr.  Vinson.  No.  sir. 

The  Chairman.  Doesn’t  he  have  to  go  through  the  Director  of 
Priorities  ? 

Mr.  Vinson.  Of  course  not;  the  director  of  priorities  would  have  to 
go  all  the  time  through  the  director  general,  which  would  be  Mr. 
Knudsen  and  Mr.  Hillman,  because  by  the  very  language  here  every¬ 
thing  that  the  Priorities  Division  would  do  would  be  subordinated 
under  something  that  hasn’t  already  been  created  by  statute. 

The  Chairman.  But,  on  the  contrary,  wouldn’t  Mr.  Knudsen  have 
to  go  through  the  director  of  priorities? 

Mr.  Vinson.  No. 

The  Chairman.  That  would  naturally  follow? 

Mr.  Vinson.  Mr.  Knudsen  would  be  the  superior,  he  would  be  at 
the  head  of  it.  I  say  this,  “except  that  the  President  may,  to  the 
extent  that  he  deems  advisable,  make  the  exercise  of  such  power,  au¬ 
thority,  or  discretion  by  the  Director  subject  to  the  supervision  or 
control  of  the  Director  General  of  the  Office  of  Production  Manage¬ 
ment  and  his  Associate  Director.” 

Having  that,  the  Priorities  Division  would  be  dovetailed  right 
under  the  supervision  of  Mr.  Knudsen  and  Mr.  Henderson. 

Senator  Schwartz.  Isn’t  that  the  situation  now? 

Mr.  Vinson.  Exactly. 

Senator  Schwartz.  Then  what  is  the  use  of  legislating  on  a  situa¬ 
tion  already  in  existence? 

Mr.  V  inson.  My  reply  is  that  since  we  are  broadening  and  giving 
them  statutory  authority  under  the  Priorities  Division,  then  we  should 
step  in  and  have  a  voice  in  who  runs  it. 

The  Chairman.  Thank  you  very  much,  Mr.  Vinson;  we  are  very 
happy  to  have  had  you  with  us. 

Mr.  Vinson.  I  trust,  Senators,  you  will  get  this  bill  through  and 
out,  so  we  can  get  through  with  it  as  soon  as  possible. 

The  Chairman.  We  assure  you  that  we  shall  put  forth  every  effort 
in  that  direction. 

Mr.  Stettinius,  will  you  be  good  enough  to  provide  the  reporter 
with  your  full  name  and  title? 

Mr.  Stettinius.  Edward  R.  Stettinius,  Jr.,  Director  of  Priorities, 
Office  of  Production  Management. 

The  Chairman.  You  may  proceed,  Mr.  Stettinius. 

STATEMENT  OF  EDWARD  R.  STETTINIUS,  JR.,  DIRECTOR  OE  PRIORI¬ 
TIES,  OFFICE  OF  PRODUCTION  MANAGEMENT 

Mr.  Stettinius.  Mr.  Chairman,  I  have  prepared  a  very  brief  three- 
page  resume  of  this  entire  subject,  and  with  your  permission  I  should 
like  to  distribute  this  to  each  of  you  gentlemen,  and  also,  sir,  to  make  it 
a  part  of  the  record.  I  don’t  think  it  will  be  necessary  for  me  to  read 
it  all.  It  is  a  repetition,  in  some  respects,  of  testimony  of  preceding- 
witnesses. 
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I  should  like  to  call  attention  to  a  very  exhaustive  treatment  of  the 
whole  priorities  question,  entitled  “Priorities  in  Defense,”  a  booklet 
which  we  have  distributed  over  50.000  copies  of,  and  I  would  think 
that  each  member  of  the  committee  might  like  to  have  that  for  refer¬ 
ence  purposes. 

The  Chairman.  I  am  sure  they  would. 

Senator  Johnson.  We  want  this  whole  statement,  however,  in  the 
record. 

Mr.  Stettinius.  Thank  you;  but  if  I  could  high-spot  it,  I  would 
like  to  do  so. 

The  Chairman.  If  you  think  this  is  the  kernel  of  the  situation 
here,  I  think  it  would  be  a  good  idea  for  you  to  read  it,  because  some 
of  the  members  of  the  committee  might  desire  to  direct  certain  ques¬ 
tions  on  certain  statements. 

Mr.  Stettinius.  All  right;  I  will  do  so. 

First,  I  would  simply  like  to  say  that  I  am  deeply  appreciative  of 
the  sentiments  expressed  by  Mr.  Vinson,  and  I  hope  that  he  will  ( 
understand  the  spirit  in  which  I  speak  very  frankly,  as  I  view  this 
entire  situation. 

At  my  request,  the  Office  of  Production  Management  urged  the  pass¬ 
age  of  a  bill  containing  the  substance  of  H.  R.  4534  to  extend  the  power 
to  establish  priorities  and  allocate  materials.  A  detailed  memoran¬ 
dum  showing  the  need  for  each  provision  in  that  bill  was  furnished  to 
the  House  Naval  Affairs  Committee  by  the  Office  of  Production  Man¬ 
agement  and  appears  in  their  report.  That  memorandum  was  pre¬ 
pared  under  my  supervision  by  the  Priorities  Division  of  the  Office  of 
Production  Management. 

The  provisions  of  the  bill,  as  indicated  by  the  memorandum,  were 
carefully  worked  out  to  grant  those  powers  which  the  Priorities  Divi¬ 
sion,  from  practical  experience  in  its  operations  of  the  past  several 
months,  has  found  it  essential  to  have  at  the  present  time.  These  pro¬ 
visions  were  cleared  with  the  Departments  of  War  and  Navy,  the  Divi¬ 
sions  of  Production  and  Purchases  of  the  Office  of  Production  Man¬ 
agement,  the  new  Office  of  Price  Administration  and  Civilian  Supply, 
and  with  the  Bureau  of  the  Budget. 

After  Mr.  Vinson’s  introduction  of  the  bill  in  the  House.  I  and  mem¬ 
bers  of  my  staff  appeared  before  the  House  Naval  Affairs  Committee  J 
and  explained  at  length  and  in  detail  the  need  for  each  of  the  provi¬ 
sions. 

This  testimony,  of  course,  appears  in  the  transcript  of  that  hearing, 
and  in  the  report  of  the  House  Naval  Affairs  Committee  in  reporting 
out  the  bill. 

The  bill,  as  reported  out  of  the  committee,  was  entirely  adequate,  we 
felt,  to  give  the  powers  which  I  and  my  assistants  in  the  Priorities 
Division  believe  now  to  be  necessary. 

The  new  paragraph  (3)  was  inserted  during  debate  on  the  floor  of 
the  House.  This  new  paragraph  authorizes  the  appointment  of  the 
Director  of  Priorities  to  exercise  the  powers  given  by  the  bill  as  an 
independent  officer.  It  thus  constitutes  a  priorities  agency  separate 
and  apart  from  the  Office  of  Production  Management,  the  War  and 
Navy  Departments,  and  all  other  agencies.  In  my  opinion,  this  result 
of  the  new  paragraph  is  most  inadvisable.  Water  has  gone  over  the 
dam  since  this  was  prepared,  but  I  believe  that  my  remarks  which 
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follow  still  are  applicable  to  the  revised  amendment  submitted  by  Mr. 
Vinson  this  morning. 

I  should  like  to  explain  my  reasons  for  this  opinion. 

Priorities  is  an  essential  tool,  but  nevertheless  merely  one  tool  among 
several,  for  the  expediting  of  defense  production.  Its  main  purpose  is 
to  get  quick  and  prompt  deliveries  of  articles  required  by  the  various 
armed  services.  Its  exercise  must  be  completely  integrated  with  the 
agencies  charged  with  procurement  and  production  of  defense  articles. 

However,  Priorities  has  a  further  function,  namely,  to  deal  with  raw 
materials  and  industrial  materials  required  for  defense,  where  the 
impact  of  the  defense  program  results  in  over-all  shortages  of  these 
materials.  In  this  area,  it  is  the  function  of  Priorities  first  to  see  that 
the  defense  program  obtains  sufficient  quantities  of  these  scarce  mate¬ 
rials:  but,  secondly,  it  is  equally  important  to  see  that  the  balance  left 
over  for  civilian  consumption  are  properly  utilized.  Where  such 
shortages  occur,  inevitably  the  balance  available  for  civilian  consump¬ 
tion  is  insufficient  to  cover  all  civilian  needs.  It  therefore  becomes 
necessary,  when  such  shortages  occur,  to  direct  the  distribution  of  the 
balance,  after  fulfillment  of  defense  needs,  in  order  that  the  supply  left 
over  may  be  used  for  the  more  important  civilian  needs,  rather  than  to 
allow  it  to  be  consumed  in  nonessential  uses.  In  this  field,  it  is  essen¬ 
tial  that  the  Priorities  Division  be  completely  coordinated  with  pro¬ 
duction,  with  procurement,  and  with  the  administration  of  price  con¬ 
trol  and  civilian  supply,  represented  by  Mr.  Henderson  and  his  assist¬ 
ant  administrator,  Mr.  Weiner,  who  has  been  assigned  to  work  with  us. 

Therefore,  to  repeat,  priorities  must  be  geared  first  with  the  pro¬ 
curement  and  production  of  defense  needs;  and  secondly,  with  the 
control  of  prices  and  consumption  in  the  civilian  field. 

The  present  set-up  has  been  carefully  created  to  meet  these  re¬ 
quirements.  The  Office  of  Production  Management  contains  a  branch 
dealing  with  the  acceleration  of  production,  as  explained  previously, 
designated  as  the  Production  Division;  also  a  branch  dealing  with 
procurement,  designated  as  the  Purchases  Division.  Further,  the 
Secretary  of  War  and  the  Secretary  of  the  Navy  sit  as  members  of 
the  Council  of  the  Office  of  Production  M  anagement,  thereby  tying 
in  the  armed  services;  that  is,  Mr.  Knudsen.  Mr.  Hillman,  Secre¬ 
tary  Knox,  and  Secretary  Stimson,  sit  as  members  of  the  Council. 
Therefore,  the  Office  of  Production  Management  furnishes  a  coordi¬ 
nated.  integrated  system,  under  one  coordinated  agency,  which  ties 
together  the  armed  services,  and  functions  of  procurement,  produc¬ 
tion.  and  priorities. 

The  Office  of  Production  of  Management  is  constituted  within 
the  Office  for  Emergency  Management  in  the  Executive  Office  of  the 
President.  Also  within  the  Office  for  Emergency  Management  are 
other  defense  organizations,  including  the  Office  of  Price  Adminis¬ 
tration  and  Civilian  Supply,  Mr.  Henderson,  which  provides  for 
close  relationship  between  the  latter  and  the  Office  of  Production 
Management. 

We  feel  that  in  the  integration  of  Government  functions,  it  is 
necessary  to  establish  close  and  harmonious  personal  contacts  and 
relationships  as  to  set  up  the  proper  organization.  Not  only  has  this 
form  of  organization  been  carefully  worked  out  to  meet  the  require¬ 
ments  of  coordination  which  I  have  described  above,  but  further. 


34 


ESTABLISH  PRIORITIES  AND  ALLOCATE  MATERIAL 


over  a  period  of  many  months,  the  required  personal  contacts  and 
relationships  have  been  established  so  that  there  is  now  a  smooth  and 
harmonious  working  arrangement  under  which  priorities  is  coordi¬ 
nated  with  the  War  Department  and  Navy  Department,  and  the 
Divisions  of  Production  and  Purchases,  and  the  Office  of  Price  Ad¬ 
ministration  and  Civilian  Supply. 

Gentlemen,  to  take  out  the  Priorities  organization  and  set  it  off 
as  an  independent  agency  will  tend  to  interrupt  this  efficient  co¬ 
ordination  which  has  been  so  carefully  worked  out,  in  our  opinion. 
With  a  separate  and  independent  agency  exercising  the  priorities 
power,  we  will  lose  the  coordinated  supervision  under  one  organiza¬ 
tion  of  all  the  elements  necessary  to  obtain  defense  production. 

Moreover,  any  alteration  in  the  present  set-up  will  inevitably  lead 
to  delays,  and  any  delay  at  the  present  time  of  the  defense  program 
is  to  be  avoided  at  all  costs. 

The  Chairman.  Thank  you  very  much. 

Is  there  any  other  statement  that  you  would  like  to  make  in  re-  J 
gard  to  your  position,  pertaining  to  this  bill  and  the  amendment 
proposed  in  the  House  by  Representative  Cox,  and  as  supported  by 
the  chairman  of  the  Committee  on  Naval  Affairs  this  morning? 

Mr.  Stettinius.  No,  sir.  I  do  wish  to  endorse  the  testimony  of 
Secretary  Patterson.  I  feel  that  the  essence  of  the  thing,  Mr.  Chair¬ 
man,  is  that  production  and  priorities  are  Siamese  twins,  using  a 
common  staff,  a  common  personnel,  common  industry  committees  in 
many  places,  common  research  and  statistics,  and  to  divide  those 
two  operations  in  any  way  is  to  give  one  statutory  authority  and  not 
the  other  which,  in  my  opinion,  at  this  time  would  lead  to  confusion. 

Senator  Lee,  Mr.  Chairman,  may  I  ask  a  question  ? 

The  Chairman.  Senator  Lee, 

Senator  Lee.  Mr.  Stettinius,  have  you  run  into  any  lack  of  power 
in  getting  this  defense  job  done? 

Mr.  Stettinius.  No,  sir;  the  Priorities  Division  has  the  necessary 
authority,  we  feel,  to  do  the  job. 

Senator  Johnson.  Then  why  this  bill  ? 

Mr.  Stettinius.  Well,  I  should  clarify  that,  excepting  that  there  are 
certain  clarifications  of  things  that  we  have  found  necessary  to  do  that 
were  not  anticipated  in  the  July  28  act. 

Senator  Johnson.  Then  you  do  need  this  bill  ? 

Mr.  Stettinius.  I  beg  your  pardon,  sir;  we  do  need  this  bill,  and 
need  it  urgently  to  clarify  certain  things  that  we  are  already  doing. 

Senator  Lee.  You  want  to  put  a  final  foundation  of  legislative 
authority  under  what  you  already  are  doing? 

Mr.  Stettinius.  That  is  correct,  sir. 

Senator  Lee.  Have  you  had  any  occasion  to  use  the  authority  given 
the  Government  under  the  amendment  which  the  Senate  attached  to 
the  bill  to  draft  industries  that  refused  to  cooperate  in  defense? 

Mr.  Stettinius.  We  have  not  had  occasion  to  use  that  yet,  Senator, 
ns  far  as  priorities  are  concerned. 

Senator  Lee.  Has  that  served  as  the  gun  behind  the  door  in  any 
instance  to  bolster  your  authority  ? 

Mi-.  Stettinius.  I  think  Mr.  Knudsen  could  talk  more  intelligently 
on  that  than  I,  as  lie  is  the  head  of  the  Office  of  Production  Manage¬ 
ment,  but  it  certainly  has  been  a  useful  gun  behind  the  door  as  far  as 
the  Priorities  Division  is  concerned. 
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Senator  Johnson.  Will  this  legislation  give  you  any  authority  or 
power  to  take  over  a  private  industry  ? 

Mr.  Stettinius.  No  further  than  what  is  already  supplied  in  sec¬ 
tion  9. 

Mr.  Lodge.  Could  you  give  the  committee  an  illustration  of  a  situa¬ 
tion  that  you  cannot  deal  with  now  which  you  will  be  able  to  deal  with 
after  this  bill  becomes  law? 

Mr.  Stettinius.  The  allocation  of  materials.  For  example,  we  are 
now  monthly  receiving  14,500,000  pounds  of  nickel  from  Canada.  The 
matter  of  allocating  that,  Senator  Lodge,  for  defense  needs  and  the 
remainder  to  civilian  needs  is  something  that  needs  clarification,  and, 
1  think,  is  a  specific  example  of  why  we  need  this  added  power. 

Senator  Lodge.  You  cannot  now  allocate  it  with  complete  freedom? 

Mr.  Stettinius.  Technically;  but  now  we  are  getting  into  legal 
territory,  and  I  have  with  me  Geoffrey  Smith,  our  assistant  general 
counsel,  who  could  deal  with  this  from  a  technical  standpoint,  if  you 
jk  wish  to  get  into  that. 

Senator  Lodge.  I  am  trying  to  just  be  enlightened  as  to  what  is  the 
need  for  the  legislation. 

Mr.  Stettinius.  I  would  think,  sir,  after  the  general  questions  of 
me,  that  it  might  be  helpful  for  you  gentlemen  to  quiz  Geoffrey  Smith 
for  a  moment  on  such  a  question,  because  in  2  minutes  he  can  give  you 
a  review  of  the  specific  A,  B.  C  needs  of  this  thing,  in  addition  to  what 
powers  we  already  have,  sir. 

Senator  Hill.  Mr.  Chairman,  unfortunately  I  had  another  com¬ 
mittee  meeting  of  a  good  deal  of  importance,  and  I  was  late  in  getting 
here.  I  do  not  wish  to  impose  upon  the  committee  or  the  witness  by 
going  over  a  lot  of  ground  that  has  already  been  gone  over,  but  I  am 
interested  in  the  suggestion  to  strike  out  this  section  3.  Is  there  any 
reason,  if  that  section  stays  in  the  bill,  and  the  President  wanted  to 
appoint  you  as  Director  of  Priorities — is  there  any  reason  why,  under 
that  language,  you  could  not  be  appointed  Director  of  Priorities,  and 
also  carry  on  the  other  duties  you  are  now  carrying  on,  Mr.  Stettinius? 

Mr.  Stettinius.  I  think  that  could  be  done,  Senator  Hill,  although 
I  think  it  would  be  a  mistake.  I  am  appointed  now  by  Mr.  Knudsen 
and  Mr.  Hillman,  with  the  clearance  of  the  Secretary  of  War  and  the 
}  Secretary  of  the  Navy,  and  with  the  approval  of  the  President. 

I  think  that  there  is  no  reason  why  I  should  be  appointed  by  the 
President,  with  the  approval  of  the  Senate,  any  more  than  the  head  of 
the  Production  Unit  of  O.  P.  M.,  or  the  head  of  the  Purchasing  Unit 
of  O.  P.  M.  should  be  appointed  by  the  President  and  approved  by 
the  Senate. 

As  I  said,  I  think  before  you  came  in,  certainly  priorities  and  pro¬ 
duction  are  Siamese  twins,  and  they  have  to  function  together,  and 
the  man  in  charge  of  production  is  doing  many  far-reaching  things 
in  the  matter  of  controlling  industries,  just  as  we  are. 

Mr.  Vinson  was  very  kind  in  his  remarks,  but  there  is  no  act  that  I 
can  perform  as  an  individual  without  the  full  approval  of  my 
superiors,  and  which  can  be  reversed  at  any  time. 

After  all,  really,  actually,  Mr.  Knudsen  and  Mr.  Hillman  and  Sec¬ 
retary  Knox  and  Secretary  Stimson  have  the  final  authority  for  this 
vast  control. 

Senator  Hill.  Well,  of  course,  you  appreciate,  far  better  I  am  sure 
than  I  do.  the  tremendous  power  vested  in  human  hands  when  given 
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the  power  of  priorities.  The  House  Committee  on  Military  Affairs, 
of  which  I  was  at  one  time  a  member,  gave  a  lot  of  study  to  this  ques¬ 
tion,  looking  forward  to  a  situation  such  as  confronts  us  today.  We 
were  never  able  to  get.  any  action  on  any  legislation  at  that  time,  be¬ 
cause  we  didn’t  have  the  public  opinion  up  to  the  state  that  it  is 
today.  In  times  of  dull,  drab  days  of  peace,  no  one  wants  to  give 
anybody  such  vast  power  as  the  power  priorities. 

But  as  you  know,  it  is  a  tremendous  power  and  ought  to  be  lodged 
with  great  care,  and  certainly  in  proper  hands. 

Mr.  Stettinius.  Senator,  it  is  moving  pretty  satisfactorily  and 
pretty  smoothly  at  the  present  time.  I  think  anything  which  would 
destroy  the  smooth,  harmonious  relationships  that  we  are  having  at 
the  present  time,  not  only  within  O.  P.  M.  but  specifically  with  Mr. 
Henderson  and  his  new  organization,  and  with  the  Army  and  Navy 
Munitions  Board— I  think  would  be  a  stone  in  the  road,  and  would  be 
unwise. 

Senator  Johnson.  Is  there  anything  in  this  legislation  which  brings 
to  an  end  this  power  at  the  end  of  whatever  emergency  we  may  be 
in,  or  does  it  continue  on  indefinitely  in  the  hands  of  the  President  ? 

Mr.  Stettinius.  May  I  refer  that  question  to  Mr.  Smith,  sir? 

The  Chairman.  Yes. 

Mr.  Geoffrey  Smith  (Assistant  General  Counsel  O.  P.  M.).  The 
original  part  of  section  2  (a),  which  this  bill  is  an  amendment  to, 
limits  all  of  the  powers  in  that  section  to  the  present  emergency 
declared  by  the  President  in  September  1939. 

Senator  Schwartz.  May  I  ask  the  witness  a  question  ? 

The  Chairman.  Senator  Schwartz. 

Senator  Schwartz.  There  was  testimony  here  that  section  3  was 
inserted  in  the  bill  on  the  floor  of  the  House,  and  the  bill  was,  of 
course,  in  charge  of  Chairman  Vinson,  and  he  accepted  the  amend¬ 
ment  and  then  the  House  passed  it  unanimously.  That,  is  the  ordi¬ 
nary  proceeding,  probably  ? 

Mr.  Stettinius.  That  is  right. 

Senator  Schwartz.  What  I  wanted  to  know  was  whether  any  rep¬ 
resentative  of  the  Office  of  Production  Management  had  ever  had  an 
opportunity  to  be  heard  before  a  committee  of  the  House,  to  state 
their  views  on  that  section  3  ? 

Mr.  Stettinius.  No,  sir;  that  came  in  the  late  afternoon,  like  a 
thunder  cloud  in  the  sky,  and  we  heard  about  it  from  a  young  gentle¬ 
man  who  left  the  press  gallery  and  telephoned  us  and  congratulated 
me  on  the  nice  things  that  had  been  said  about  me.  That  was  the 
first  anyone  heard  about  it  in  O.  P.  M.,  and  certainly  no  repre¬ 
sentative  of  the  Boureau  of  the  Budget  knew  about  it,  or  no  repre¬ 
sentative  of  Mr.  Hendersons’  group,  and  we  can  find  no  one  in  the 
Army  and  Navy  at  ail  who  knew  anything  about  Mr.  Cox’s  proposal. 

Senator  Hill.  In  the  hearings  before  the  House  Naval  Affairs 
Committee,  was  this  question  raised  at  all;  was  there  any  evidence 
on  it? 

Mr.  Stettinius.  No,  sir;  it  wasn’t  discussed. 

Senator  Schwartz.  When  Chairman  Vinson  spoke  here,  he  said 
that  the.  30  members  of  his  committee  were  behind  this  section  3 
amendment.  Maybe,  in  the  light  of  the  testimony  here  this  morning, 
they  might  not  be  so  insistent  on  section  3. 

Mr.  Stettinius.  That  is  possible,  sir. 
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Senator  Schwartz.  I  hope  it  is.  . 

Senator  Lee.  Of  course  it  is  tremendous  power  to  give  the  Presi¬ 
dent  of  the  United  States  power  of  priorities,  but  I  don  t  see  in  that 
any  greater  danger  or  any  greater  power  than  to  give  the  President 
of'tlTe  United  States  power  to  call  men  to  the  service,  and  as  far 
as  I  am  concerned,  the  human  equation  and  human  rights  are  greater 
than  property  rights.  We  have  already  done  the  others,  why  should 
we  hesitate  at  this? 

Senator  Austin.  Well,  we  have  done  this,  too. 

Senator  Lee.  I  mean  hesitate  about  now  making  it  legal. 

Senator  Hill.  I  don’t  think  anybody  is  going  to  hesitate  at  this; 
it  is  just  a  question  as  to  into  whose  hands  you  are  going  to  lodge 
this.  It  is  a  question  of  whether  you  are  going  to  have  one  man 
responsible  for  it,  appointed  by  and  with  the  advice  and  consent 
of  the  Senate,  or  whether  you  are  going  to  have  it  as  it  is  today. 

Senator  Chandler.  For  Senator  Hill’s  benefit,  inasmuch  as  he  came 
in  late,  Messrs.  Knudsen,  Stettinius,  Henderson,  and  Patterson  have 
indicated  that  lots  of  time  and  effort  have  been  spent  in  getting  this 
situation  to  a  point  where  it  is  now  operating  very  effectively.  They 
think  that  the  loss  of  time  and  delay  which  will  give  an  opportunity 
for  disaster,  ought  not  to  be  encouraged  now,  because  they  say  they 
are  going  to  get  the  job  done  and  are  getting  along  all  right,  so  why 
should  we  interfere  with  it?  That  is  the  question  that  1  think  ought 
to  be  asked. 

This  seems  to  me  to  be.  as  far  as  the  House  is  concerned,  an  after¬ 
thought,  put  in  by  a  man  in  the  late  afternoon  and  was  an  amend¬ 
ment  that  had  not  previously  been  discussed.  The  Chairman  of 
(lie  Naval  Affairs  Committee  said  he  agreed  to  it.  If  he  can  control 
the  membership  of  his  committee — maybe  lie  can.  I  don’t  know — but 
it  doesn’t  appear  that  it  has  been  previously  discussed  in  the  House 
Naval  Affairs  Committee,  and  now  lie  claims  that  the  House  wants  it. 

If  they  adopt  it,  or  if  we  agree  to  it  and  it  finally  becomes  law,  it 
would  leave  it  with  the  President  that  lie  “may”  or  “may  not”  do  it. 
I  am  sure,  if  it  gives  opportunity  for  delay  and  expensive  delay, 
which  it  does,  that  he  would  not  change  his  present  set-up  in  order  to 
do  it,  because  he  doesn’t  have  to  do  it  even  if  the  amendment 
is  agreed  to. 

The  Chairman.  It  would  merely  give  the  President  the  power  to 
do  that  by  legislative  action  in  the  appointment  of  a  director,  what 
you  are  already  doing,  isn’t  that  correct? 

Mr.  Stettinius.  That  is  correct. 

The  Chairman.  And,  Senator  Hill,  I  might  state  for  your  informa¬ 
tion  that  prior  to  your  arrival  the  Secretary  of  War’s  representative, 
Judge  Patterson,  the  Under  Secretary,  has  stated  that  under  the 
present  arrangement  the  O.  P.  M.  was  functioning  admirably  to  the 
entire  satisfaction  of  the  Government  itself,  and  all  branches  with 
which  it  deals,  and  then  others  who  have  testified  here,  including 
Mr.  Knudsen,  stated  that  they  are  desirous  of  having  it  remain  as 
it  is.  Of  course  they  are  desirous  of  the  bill  that  is  before  us  now, 
but  are  opposed  to  the  embodiment  of  the  amendment  which  was  of¬ 
fered  in  the  House  and  which  has  been  stated  here  was  never  dis¬ 
cussed  in  the  committee,  despite  the  fact  that  Mr.  Vinson,  Chairman 
of  the  House  Naval  Affairs  Committee,  stated  that  all  of  the  mem¬ 
bers  of  his  committee,  there  being  30,  are  in  favor  of  it. 
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Are  there  any  questions? 

Senator  Lodge.  I  would  like  to  have  someone  answer  my  question 
some  time  during  the  morning  here  as  to  the  specific  need  for 
legislation. 

The  Chairman.  Well,  we  will  have  Mr.  Smith  in  a  moment,  just 
as  soon  as  I  ascertain  whether  or  not  any  of  the  committee  wish  to 
direct  any  questions  to  Mr.  Stettinius. 

Senator  Johnson.  Eight  in  line  with  Senator  Lodge’s  question,  at 
the  present  time  no  one  has  statutory  authority  to  deny  supplies  of 
strategic  materials  to  the  civilian  population,  which  you  now  need  for 
defense  purposes,  is  that  not  so?  That  is,  if  I  want  to  use  aluminum 
for  some  private  purpose,  you  don’t  have  the  right  to  take  that  alumi¬ 
num  away  from  me,  do  you  ? 

Mr.  Stettinius.  Yes  sir,  under  this  bill,  if  this  bill  is  passed,  we 
have  that  specific  clear-cut  power. 

Senator  Johnson.  That  is  what  I  understood  the  purpose  of  the 
bill  was.  | 

Mr.  Stettinius.  That  is,  sir,  one  of  the  very  important  purposes 
of  the  bill. 

The  Chairman.  Any  further  questions? 

If  not,  I  wish  to  thank  you  very  much,  Mr.  Stettinius. 

I  think,  in  view  of  the  fact  that  the  question  has  been  raised  by 
Senator  Lodge,  while  it  is  fresh  in  our  minds  we  might  as  well  have 
it  answered  now.  So,  Mr.  Smith,  will  you  be  good  enough  to  come 
around  and  make  answer  to  the  inquiries  directed  by  Senator  Lodge  ? 

Mr.  Smith.  Yes,  sir. 

STATEMENT  OF  GEOFFREY  SMITE.  ASSISTANT  GENERAL  COUNSEL, 
OFFICE  OF  PRODUCTION  MANAGEMENT 

Mr.  Smith.  Mr.  Chairman.  I  have  here  a  prepared  statement  on 
behalf  of  the  Priorities  Division  which  does  that.  However,  I 
should  like  to  explain  it  verbally,  and  answer  any  questions.  Mean¬ 
while,  if  you  wish  to  distribute  this  statement,  here  it  is,  sir. 

The  Chairman.  If  I  may  suggest,  I  think  it  Avould  be  well  for 
you  to  answer  Senator  Lodge’s  question  first. 

Senator  Hill.  Mr.  Chairman,  I  move  that  a  copy  of  this  be  in-  < 
eluded  in  the  record,  the  statement  of  Mr.  Smith. 

The  Chairman.  If  there  is  no  objection  it  will  be,  and  I  direct 
the  official  reporter  of  the  committee  to  incorporate  it  in  the  record 
at  the  conclusion  of  Mr.  Smith’s  remarks. 

Mr.  Smith.  Mr.  Chairman,  may  I  answer  Senator  Lodge’s  ques¬ 
tion  in  an  orderly  manner,  by  starting  with  the  existing  statute  and 
showing  wherein  that  lacks  the  powers  we  need,  and  how7  the  bill 
fills  in  the  gaps. 

The  present  power  is  derived  from  a  short  clause  in  section  2  (a) 
of  Public  671,  which  was  a  naval  expediting  bill  passed  last  June. 
That  clause  limits  priorities  power  to  deliveries  under  Army  and 
Navy  contracts,  and  gives  authority  to  grant  priorities  to  those 
deliveries  over  deliveries  for  private  account  and  for  export,  in  the 
discretion  of  the  President. 

Now7  in  the  first  place,  when  you  limit  that  authority  to  Army 
and  Navy  contracts,  you  exclude  all  of  the  contracts  for  Great 
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Britain,  Canada,  and  any  other  foreign  government  which  are  con¬ 
sidered  necessary  to  our  defense. 

In  the  second  place,  you  exclude  all  contracts  which,  while  directly 
necessary  to  defense,  are  not  Army  or  Navy  contracts.  For  instance, 
there  is  an  acute  shortage  of  magnesium.  We  need  to  expand  plant 
facilities  to  make  additional  magnesium.  It  is  just  as  important, 
if  not  more  important,  to  get  priority  for  the  equipment  that  goes 
into  those  facilities  to  make  magnesium,  to  make  airplanes,  as  it  is 
to  grant  priorities  to  the  contracts  for  airplanes. 

Senator  Thomas  of  Utah.  If  you  get  that  priority  right,  will  that 
right  make  it  possible  to  overcome  the  decision  of  the  IT  F.  C.,  for 
example,  that  since  magnesium  is  so  plentiful  it  is  not  a  strategic 
material  and  therefore  they  can’t  lend  any  money  on  it? 

Mr.  Smith.  I  don’t  think  it  gives  us  any  authority  over  the 
R.  F.  C.  in  any  way,  Senator.  It  merely  gives  us  the  right  to  say 
that  the  equipment  needed  for  a  new  magnesium  plant  gets  priorities 
if  and  when  the  money  is  authorized  to  build  that  plant. 

Now  there  is  an  additional  type  of  contract  which  is  not  covered, 
but  this  type  arises  from  time  to  time. 

For  instance,  you  need  a  water  supply  for  a  defense  housing 
development  near  Norfolk,  we  will  say.  We  can’t  now  grant  any 
mandatory  priorities  for  that  equipment. 

Further,  it  may  be  essential  to  furnish  supplies  to  our  South  Amer¬ 
ican  neighbors.  Those  contracts  may  have  to  be  fitted  into  the  pic¬ 
ture  with  a  priority  status.  We  can’t  grant  mandatory  priorities  on 
those  today. 

Keep  this  in  mind,  that  once  you  start  granting  priorities  certificates 
in  any  industrial  area,  then  it  is  impossible  to  get  prompt  deliveries  of 
anything  without  priority  status.  It  may  be  that  the  ladder  requires 
military  first,  some  military  higher  than  others;  it  may  be  that  you 
want  to  fit  in  another  contract  somewhere  in  the  middle.  That  other 
contract  may  not  be  an  Army  or  Navy  contract.  As  we  have  op¬ 
erated.  we  have  never  granted  a  particular  rating  to  any  contract 
without  clearance  ivith  the  Army  and  Navy  Munitions  Board,  because 
it  is  up  to  them  what  they  think  is  needed  first  in  the  military  line. 

Now  without  this  mandatory  authority,  we  have  to  merely  grant 
voluntary  certificates.  Those  voluntary  certificates  anyone  can  turn 
down  at  will.  To  date  we  have  had  success  because  most  people 
are  patriotic,  but  you  never  know  when  some  fellow  is  going  to  come 
along  and  refuse  to  honor  a  purely  voluntary  certificate. 

A  couple  of  instances  have  come  to  my  attention  in  the  last  3  days, 
referred  to  our  legal  department,  where  the  question  has  been  raised, 
“Do  we  have  to  honor  this?”  The  moment  they  raise  that  question, 
they  are  apparently  questioning  whether  they  will  or  will  not 
honor  it. 

So  much  for  the  problem  of  mandatory  authority. 

There  is  one  further  element  to  that,  however.  If  we  issue  non¬ 
mandatory  certificates,  which  are  purely  voluntary  in  character,  and 
a  patriotic  manufacturer  complies,  he  is  immediately  putting  his  head 
in  a  noose  with  all  of  the  other  customers  that  he  lias  to  set  aside  in 
order  to  give  priority  to  that  contract,  and  he  has  absolutely  no 
protection. 

Now  you  can  say,  as  we  have  said  to  him,  “You  must  get  their 
consent.”  Very  often  lie.  can’t  get  their  consent.  Even  if  he  can,  it 
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often  entails  extensive  delays,  and  we  think  that  in  fairness  to  the 
manufacturer  whom  we  ask  to  accord  priorities  to  a  given  contract,, 
he  ought  to  have  protection. 

There  is  one  further  element.  You  will  notice  that  this  existing* 
statute  says,  “Deliveries  of  material  under  all  orders  of  the  Army 
and  Navy.”  It  is  not  made  clear  here  that  that  applies  to  subcon¬ 
tracts.  We  h  ave  so  interpreted  it  and  are  operating  on  the  assump¬ 
tion  that  it  does,  because  it  is  completely  ineffective  to  grant  priority 
to  the  prime  contractor  for  airplanes,  unless  at  the  same  time  you  are 
able  to  permit  the  airplane  maker  to  get  his  materials  on  a  priority 
status,  which  he  needs  to  go  into  those  airplanes. 

In  fact,  by  and  large,  it  is  more  important,  because  it  is  easy  enough 
to  get  a  priority  status  for  the  end  product,  they  are  military  prod¬ 
ucts  that  aren't  made  except  by  special  concerns,  usually,  but  when 
you  get  down  to  the  supplies  that  now  enter  into  those,  all  the  way 
down  to  the.  raw  materials,  those  things  are  being  made  in  general 
for  the  public;  the  civilian  customers  of  that  manufacturer  have 
their  orders  on  his  books,  and  it  is  more  difficult  for  him  to  give  that 
priority,  without  a  mandatory  order,  than  it  is  for  the  prime  con¬ 
tractor. 

So  we  have  already  interpreted  this  statute  as  giving  us  authority, 
as  far  as  Army  and  Navy  contracts  are  concerned,  to  the  subcontracts. 
We  want  that  interpretation  of  the  statute  clarified. 

Senator  Lodge.  Mr.  Smith,  might  I  interpose  there?  This  doesn’t 
involve  any  new  departure  on  the  part  of  Congress,  it  is  simply  an 
amplification  and  a  clarification  of  a  commitment  that  Congress  has 
already  made,  isn’t  it? 

Mr.  Smith.  That  is  correct,  except  it  does  include  certain  contracts 
under  the  mandatory  authority. 

We  are  now  issuing  certificates  but  t  hey  have  no  mandatory  effect. 

There  is  one  further  clause  in  this  bill.  So  far  I  have  only  covered 
the  (A),  (B),  and  (C)  of  the  bill,  namely,  lend-lease  contracts,  other 
defense  contracts  and  subcontracts,  or  orders  under  those  contracts, 
as  well  as  the  existing  Army  and  Navy  contracts. 

The  next  paragraph  expands  our  authority  to  this  extent.  We  are 
now  limited  in  granting  priorities  to  any  contract,  any  deliveries  under 
a  contract,  over  private  account  and  export  contracts.  Now  it  is 
necessary,  in  a  system  of  priorities,  to  be  able  to  fit  together  all  con¬ 
tracts  in  the  ladder  of  importance.  So  we  must  have  the  authority 
to  grant  priority  to  the  contracts  that  we  think  need  it,  not  only  over 
private  contracts  and  export  contracts,  but  also  over  other  Government 
conracts,  and  the  first  sentence  of  the  next  clause  gives  us  that 
ajuthpinty. 

The  following  sentence  deals  with  allocations.  Now  again  we  have 
interpreted  the  bill  as  giving  us  some  control  over  situations  where 
a  given  essential  material  reaches  the  stage  of  acute  shortage.  We 
have  interpreted  that,  and  the  legal  department  of  O.  P.  M.  has  given 
its  opinion,  that  this  does  authorize  us  now,  when  you  reach  an  acute 
shortage  stage,  to  take  control  of  the  distribution  in  order  that  you 
protect  the  needs  of  the  military  and  the  naval. 

However,  it  doesn’t  give  us  authority,  according  to  our  interpreta¬ 
tion,  to  foresee  these  shortages,  and  usually  it  is  too  late  to  deal  with 
the  shortage  after  it  has  reached  the  acute  stage. 
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We  need  authority  to  deal  with  materials  that  we  can  see  on  the  ‘ 
horizon  reaching  a  shortage  stage,  and  prevent  their  flowing  out  and 
disappearing  into  areas  where  we  can't  get  them  back,  so  that  the 
shortage  is  made  acute  much  more  quickly  than  it  might  otherwise  be. 

This  next  sentence  gives  us  that  authority  to  foresee  shortages  and  , 
to  control  the  distribution  of  materials  that  we  are  satisfied  are  going  ; 
to  be  short,  and  try  to  prevent  that  shortage  as  far  as  we  can,  and  at 
least  minimize  it. 

Then  the  bill,  in  the  sentence  following  that,  gives  us  authority  to 
get  information.  At  the  present  time  we  feel  that  we  probably  have 
authority  to  ask  industry  to  give  us  such  information  as  we  need  to 
operate  this  priorities  system,  but  there  is  no  clear  statutory  authority. 
Anybody  could  question  that  authority  by  interpretation  at  any  time, 
and  therefore  we  have  inserted  in  this  bill  the  right  to  get  information 
from  industry,  to  inspect  premises — that  is  important  because  we  need 
to  examine  what  inventories  people  have — and  to  require  them  to  file 
such  reports  as  we  ask  for.  — 

The  last  sentence — I  am  now  talking  about  the  bill  without  the 
amendment,  without  the  Cox  amendment — makes  it  perfectly  clear 
and  without  doubt  that  any  manufacture!  who  complies  with  a  priority 
order  will  not  incur  liability  to  other  customers  or  anyone  else  for 
his  compliance.  There  is  some  doubt  in  the  law,  and  that  goes  even  to 
the  point  of  mandatory  orders  on  that  point,  at  the  present  time, 
and  this  will  clarify  that,  without  a  doubt,  and  we  feel  that  any  man 
who  complies  with  a  Government  order  should  have  that  protection 
against  suit  by  other  customers. 

That  is  the  entire  bill  except  for  the  last  clause,  which  makes  it 
perfectly  clear  that  the  President  has  authority  to  delegate  the  dis¬ 
cretions  in  this  bill,  and  that  last  clause,  of  course,  is  the  one  which 
was  eliminated  by  the  substitution  of  the  Cox  amendment. 

Senator  Lodge.  Would  you  say  that  the  two  principal  increases  in 
power  were  the  increase  in  the  categories  to  which  the  mandatory 
priorities  would  apply,  and  the  provision  giving  you  the  right  to  get 
information? 

Mr.  Smith.  I  think  those  are  the  two  biggest,  if  you  assume  our 
interpretation  is  correct,  that  we  now  have  the  right  to  control  the 
distribution  of  short  materials,  and  keeping  in  mind  that  we  carry 
that  a  step  further,  that  we  don’t  have  to  wait  until  the  shortage  is 
already  acute,  and  deal  with  it  in  advance  when  it  appears  on  the 
horizon. 

Senator  "YY  alloren.  Mr.  Chairman,  are  we  going  to  take  a  vote  on 
this  thing  today? 

The  Chairman.  YYTe  want  to  have  an  executive  session  after  the 
testimony  of  Mr.  Henderson,  and  perhaps  one  other  witness. 

(Discussion  off  the  record.) 

(The  prepared  statement  submitted  by  Mr.  Smith  is  as  follows:) 

Memorandum  Submitted  to  the  Senate  Military  Affairs  Committee,  Wednes¬ 
day,  May  14,  1041,  by-  the  Priorities  Division  of  the  Office  of  Production 

Management  Stating  the  Need  for  Additional  Legislation  to  Clarify'  the 

Priorities  Power  and  Suggesting  a  Statutory  Provision,  as  Contained  in 

H.  R.  4.134 

The  only  express  statutory  authority  for  the  exercise  of  priority  powers  is 
contained  in  the  following  clause  appearing  in  section  2  (a)  of  Public  G71, 
Seventy-sixth  Congress,  third  session. 
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“*  *  *  ancl  deliveries  of  material  under  all  orders  placed  pursuant  to  the 

authority  of  this  section,  and  all  other  naval  contracts  or  orders,  and  all  Army 
contracts  and  orders  shall,  in  the  discretion  of  the  President,  take  priority  over¬ 
all  deliveries  for  private  account,  or  for  export.” 

I.  SUBCONTRACTS 

Although  this  statutory  provision  refers  only  to  contracts  or  orders  of  the 
Army  and  Navy,  the  words  used  are  “under  *  *  *  all  *  *  *  contracts 
or  orders  *  *  The  granting  of  priorities  upon  Army  and  Navy  prime 

contracts  calling  for  delivery  of  the  ultimate  military  or  naval  finished  product, 
such  as  ships,  airplanes,  tanks,  etc.,  is  only  partially  effective,  because  in  most 
instances  the  important  point  at  which  to  obtain  the  preference  comes  down  the 
line  in  the  subcontracts  for  parts,  castings,  supplies,  and  materials  which  enter 
into  the  finished  product,  and  which  are  obtained  by  the  prime  contractor  from 
others.  Usually  the  producer  of  the  finished  military  product  is  either  engaged 
in  the  manufacture  of  such  items  only,  or  his  contracts  are  of  such  size  that  the 
requisite  priority  is  easily  arranged,  whereas  the  subcontractor  of  parts  and 
materials  is  usually  engaged  in  ordinary  commercial  manufacture,  and  to  obtain 
priority  for  items  entering  into  the  military  and  naval  orders  requires  that  a 
specific  preference  be  given  in  order  to  prefer  deliveries  over  the  orders  of  other 
customers. 

Therefore,  it  is  reasonable  to  interpret  the  Congress  as  having  intended  by 
use  of  the  word  “under”  to  include  subcontracts. 

Such  subcontracts  may  reach  through  many  manufacturers  down  to  the 
producer  of  raw  materials  such  as  steel,  aluminum,  nickel,  zinc,  etc.,  and  may 
involve  an  extension  of  the  priority  rating  of  the  prime  contract  through  a  line 
of  a  dozen  subcontracts  down  to  the  raw  material. 

Although  this  interpretation  of  the  word  “under”  to  permit  the  extension  of 
preference  ratings  through  the  entire  line  of  subcontracts  to  the  raw  material 
appears  proper  and  is  therefore  the  interpretation  which  has  been  approved 
by  counsel  for  the  Office  of  Production  Management,  it  would  seem  wise  to  have 
this  interpretation  definitely  confirmed  by  Congress  by  amplification  of  section 
2  (a)  quoted  above. 

II.  NEED  FOE  MANDATORY  PRIORITIES  ON  OTHER  DEFENSE  CONTRACTS 

1.  British  and  other  foreign  contracts. — British  and  other  foreign  contracts 
which  by  national  policy  have  been  included  as  necessary  to  the  defense  pro¬ 
gram  of  the  United  States  are  clearly  not  covered  by  section  2  (a)  above.  How¬ 
ever,  unless  such  contracts  are  to  be  postponed  in  all  cases  to  Army  and  Navy 
contracts,  it  is  necessary  that  they  be  given  priority  ratings  on  a  basis  of 
equality  with  Army  and  Navy  contracts.  In  the  case  of  important  military 
and  naval  items,  such  as  airplanes,  tanks,  guns,  etc-.,  the  load  of  orders  for 
the  United  States  Army  and  Navy,  if  they  alone  have  priority  status,  would 
virtually  eliminate  British  and  other  foreign  contracts  for  these  items;  the 
manufacturers  capable  of  producing  them  would  be  completely  preempted  by 
the  Army  and  Navy  contracts  as  a  result  of  preference  ratings  granted  to  the 
latter.  Hence,  in  order  to  comply  with  the  national  policy  of  obtaining  military 
and  naval  products  for  the  British,  the  Priorities  Division  has  of  necessity 
granted  preference  ratings  to  such  British  and  other  foreign  contracts  on  a 
basis  of  equality  with  the  Army  and  Navy  contracts  of  the  United  States. 
However,  in  so  doing,  they  have  not  been  able  to  issue  such  preference  ratings 
upon  a  mandatory  basis  but  merely  upon  a  voluntary  basis  of  consent  and 
cooperation. 

2.  Otther  Government  contracts. — Government  agencies  other  than  the  War 
Department  or  Navy  Department  place  contracts  which  are  vital  to  the  defense 
program ;  for  instance,  the  Coast  Guard,  Geodetic  Survey,  Maritime  Commission, 
Panama  Canal,  etc.  To  prevent  such  contracts  from  being  postponed  to  the 
entire  military  and  naval  program,  the  Priorities  Division  has  of  necessity  issued 
preference  ratings  to  the  contracts  of  these  agencies  for  ships  and  other  equip¬ 
ment  ;  again  it  has  not  been  possible  to  issue  such  preference  ratings  on  a 
mandatory  basis  but  merely  on  the  basis  of  voluntary  cooperation. 

3.  Contracts  to  expand  facilities,  etc. — Further,  it  is  essential  to  the  defense 
program  in  many  instances  to  grant  preference  ratings  to  contracts  which  are 
in  no  sense  military  or  naval  or  even  Government,  but  which  are  nevertheless 
of  prime  importance  to  the  defense  program ;  for  example,  to  obtain  equipment 
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for  an  expansion  of  tlie  production  facilities  for  materials  in  which  there  is  a 
shortage,  viz.,  aluminum,  magnesium,  tin,  rubber,  etc. ;  or  for  additional  power- 
producing  facilities.  Here  again  the  Priorities  Division  has  of  necessity  issued 
preference  ratings  in  order  that  such  important  items  in  the  defense  program 
should  not  be  postponed  to  the  entire  military  and  naval  program;  and  such 
preference  ratings  have  had  to  be  on  a  voluntary  basis. 

4.  Other  contracts  of  vital  importance. — Further,  it  may  often  be  necessary  to 
grant  priority  to  a  vital  need  which  is  not  directly  connected  with  defense  in  any 
sense  and  yet  is  essential  to  promote  the  defense  program;  for  instance,  the 
mechanical  facilities  for  the  water  system  in  one  of  our  large  cities  are  notori¬ 
ously  old  and  in  need  of  renewal.  This  city  is  a  very  important  defense  center. 
If  by  chance  a  serious  break-down  should  occur  in  these  facilities  it  would  be 
vital  to  obtain  new  machinery  quickly ;  the  present  overloaded  condition  of  the 
industries  producing  such  equipment  would  necessitate  the  granting  of  high 
priority  ratings  to  the  orders  for  such  machinery ;  if  this  were  not  done,  the 
delay  in  obtaining  it  as  a  result  of  other  defense  priorities  certificates  already 
outstanding  might  be  disastrous.  Here,  although  the  direct  defense  is  not  in¬ 
volved,  the  granting  of  preference  certificates  may  become  essential. 

Further,  it  may  be  of  the  utmost  importance  for  the  protection  of  our  Western 
Hemisphere  defense  to  see  to  it  that  contracts  for  vital  requirements  of  our 
Lutin-American  neighbors  are  filled  in  instances  of  special  importance. 

It  is  impossible  to  predict  in  advance  the  exact  classes  of  contracts  which  it 
may  be  essential  to  fulfill,  and  we  must  keep  in  mind  that,  with  the  impact  of 
the  defense  program,  it  may  be  difficult  or  impossible  to  fulfill  any  particular 
contract  without  a  preference  rating  in  any  of  the  many  areas  where  our  pro¬ 
ductive  capacity  is  already  loaded  with  defense  contracts.  At  the  present  time 
none  of  the  foregoing  classes  of  important  contracts  can  be  given  preference 
ratings  which  are  effective,  except  insofar  as  the  manufacturer  is  willing  volun¬ 
tarily  to  comply.  It  is  necessary  that  this  situation  be  remedied  by  giving 
authority  to  establish  priorities  for  any  contract  which  may  be  found  to  be 
necessary  or  appropriate  to  promote  our  defense. 

It  is  apparent  that  reliance  upon  preference  ratings  for  the  foregoing  four 
categories  on  a  basis  of  voluntary  cooperation  has  serious  dangers. 

At  any  time  a  manufacturer  can  refuse  to  honor  such  preference  rating  cer¬ 
tificates  and  prevent  the  fulfillment  of  contracts  which  are  in  some  instances 
as  important  to  defense  as  the  most  important  Army  and  Navy  contracts. 
Further,  this  need  happen,  in  all  probability,  only  once  to  bring  about  wide¬ 
spread  disregard  of  such  voluntary  certificates. 

There  is  another  serious  disadvantage  in  these  voluntary  preferences :  The 
manufacturer  who  recognizes  them  and  gives  priority  to  deliveries  under  them 
runs  the  risk  of  damage  suits  by  any  and  all  private  customers  if  the  deliveries 
to  such  private  customers  under  contracts  and  orders  already  placed  are  post¬ 
poned  by  the  recognition  of  such  voluntary  preference  ratings.  To  suggest  that 
the  manufacturer  can  protect  himself  by  obtaining  the  consent  of  each  private 
customer  is  an  inadequate  answer,  since  such  private  customers  may,  within 
their  rights,  refuse  to  grant  such  consent.  Further,  when  preference  ratings  are 
issued  on  any  large  scale,  as  of  necessity  they  must  be  for  British  orders  and 
in  some  instances  for  other  Government  agencies  and  civilian  orders,  it  is  diffi¬ 
cult,  if  not  impossible,  for  the  manufacturer  in  all  cases  to  obtain  such  consent 
without  serious  delay. 

Thus  the  issuance  of  such  voluntary  preference  ratings  places  an  unfair  burden 
upon  the  manufacturer  who  is  expected  to  recognize  them.  Each  manufacturer 
may  be  putting  his  head  in  a  noose  which  may  not  draw  tight  until  6  years 
hence  when  sued  for  damages  at  the  expiration  of  the  period  of  the  statute  of 
limitations. 


III.  SHORTAGE  OF  MATERIAL:  ALLOCATION 


The  vast  extent  of  the  defense  program  has  lead  inevitably  to  serious  shortages 
in  the  supply  of  certain  important  products  and  raw  materials;  for  instance,  ma¬ 
chine  tools,  cranes,  aluminum,  magnesium,  nickel,  zinc,  tungsten,  etc. 

It  is  essential  in  such  instances  to  conserve  and  protect  the  supply  for  defense 
needs. 

In  such  instances  the  priorities  system  based  solely  upon  the  granting  of  prefer¬ 
ence  ratings  to  individual  contracts  has  been  found  inadequate  as  a  method  of 
conserving  the  supply.  Under  the  system  of  preference  ratings  for  individual 
contracts  the  seepage  of  the  preference  ratings  through  subcontracts  to  raw  ma¬ 
terials  is  slow  and  ineffective. 
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It  is  slow  because  of  the  necessity  for  the  gradual  subcontracting  through  what 
often  constitutes  a  long  chain  of  subcontractors.  This  lag  permits  the  rapid 
disappearance  of  great  quantities  of  the  short  material  into  nondefense  and  often 
least  important  uses,  frequently  for  excessive  inventory  hoarding. 

It  is  ineffective  because  in  many  cases  the  raw  material  cannot  be  traced 
directly  into  the  finished  product.  For  instance,  electric  motors  require  the  use  of 
materials  in  which  there  is  a  shortage.  Electric  motors  in  many  cases  are  stand¬ 
ard  products  made  in  commercial  lines  and  stocked  for  delivery ;  yet  electric  mo¬ 
tors  of  such  stock  kinds  are  used  in  large  quantities  in  the  defense  program.  The 
manufacturer  of  electric  motors,  when  he  manufactures  them,  cannot  know  which 
particular  motor  or  what  particular  part  of  his  stock  of  motors  will  go  into  the 
defense  program,  and  yet  a  very  substantial  part  may  do  so  and  the  manufacture 
of  electric  motors  is  as  important  to  the  defense  program  for  that  reason  as 
if  they  were  directly  ordered  by  the  Army  or  Navy. 

This  same  difficulty  appears  in  a  myriad  of  products;  for  instance,  small  tools, 
optical  instruments,  and  accessories  and  parts  of  all  kinds.  Although  the  system 
of  issuing  individual  preference  rating  certificates  cannot  reach  the  raw  materials 
for  this  type  of  product,  it  is  nevertheless  essential  that  the  raw  materials  of 
which  a  shortage  exists,  shall  be  directed  into  this  type  of  product. 

Such  being  the  case,  the  Priorities  Division  has  found  it  necessary  where 
there  is  a  real  shortage  of  a  product  or  material  to  take  control  of  the  entire 
supply  of  such  product  or  material,  in  order  to  protect  the  further  needs  of  the 
defense  program.  This  it  has  done  by  the  issuance  of  blanket  preference  ratings 
directing  that  only  defense  orders,  direct  or  indirect,  be  filled  except  as  fractions 
of  the  supply  are  released. 

When  a  shortage  in  a  particular  material  or  product  occurs,  and  preference 
is  granted  for  defense  orders,  the  result  inevitably  is  a  shortage  in  the  supply 
for  civilian  needs.  For  instance,  in  aluminum  at  the  present  time  the  balance 
available  for  civilian  use,  even  if  we  assume  that  the  rate  of  production  wall  con¬ 
tinue  without  interruption  by  sabotage,  strike  or  other  stoppage,  is  only  25  per¬ 
cent  of  the  normal  civilian  demand.  Where  this  situation  occurs  it  is  essential 
that  such  fractional  supply  he  carefully  allocated  to  those  civilian  needs  which 
are  most  important  in  the  maintenance  of  our  domestic  economy.  If  the  distri¬ 
bution  of  such  fractional  supplies  is  left  without  control,  it  will  be  grabbed  by 
the  quickest  purchaser  or  the  largest  purse,  without  regard  to  the  importance 
of  such  purchaser’s  product  in  the  domestic  economy,  and,  further,  such  scramble 
for  the  available  material  leads  to  competitive  bidding  of  the  price  into  extraor¬ 
dinary  price  rises. 


IV.  INTERPRETATION  OF  SECTION  2  (A| 


Upon  the  assumption  that  Congress  must  have  intended  section  2  (a),  quoted 
above,  to  give  effective  authority,  not  only  to  obtain  adequate  priority  for  the 
Army  and  Navy  orders,  but  also  to  deal  with  the  results  of  the  exercise  of  such 
power,  section  2  (a)  has  been  broadly  interpreted  by  counsel  for  the  Office  of 
Production  Management  and  by  the  Army  and  Navy.  It  has  been  interpreted 
not  only  to  permit  the  granting  of  preference  rating  certificates  to  subcontracts 
and  suborders  under  Army  and  Navy  contracts  or  orders  clear  through  to  the 
raw  materials,  but  also  as  follows: 

“If  the  fulfillment  of  Army  and  Navy  contracts  and  orders  requires  deliveries, 
present  and  prospective,  which  will  absorb  all  of  the  presently  available  supply 
of  any  given  material,  then  the  statute  warrants  ‘blanket’  orders  covering  the 
entire  supply  of  such  material  requiring  the  industry  to  fill  none  except  Army  and 
Navy  orders  except  as  released  for  other  purposes. 

“If,  having  reserved  the  entire  current  supply  of  auy  given  material  for  Army 
and  Navy  orders,  it  is  found  to  he  of  more  benefit  to  the  total  defense  program 
to  utilize  some  portion  of  such  material  for  selected  civilian  or  foreign  Govern¬ 
ment  uses,  the  power  to  reserve  the  entire  supply  includes  the  power  to  release, 
by  specific  allocations  or  otherwise,  such  portions  as  seem  necessary  for  such 
selected  more  important  uses.” 

It  is  apparent  that  the  foregoing  requires  a  liberal  interpretation  of  section 
2(a).  Nevertheless,  counsel  has  believed  that  this  interpretation  of  the  congres¬ 
sional  intent,  is  warranted,  since  the  section  is  designed  to  protect  the  national- 
defense  program  during  an  emergency  period. 

However,  even  this  broad  interpretation  does  not  give  adequate  authority  to 
deal  with  the  problem  of  shortages.  The  interpretation  requires  that  the  shortage 
already  exist  to  such  extent  that  the  presently  available  supply  is  all  required 
,0  bll  present  and  prospective  Army  and  Navy  contracts.  It  is  of  the  utmost 
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importance  that  steps  be  taken  to  conserve  the  supply  before  It  reaches  this  point, 
which,  in  turn,  requires  that  authority  be  given  to  deal  with  the  uses  of  materials 
as  soon  as  it  appears  definite  that  a  shortage  will  occur.  It  usually  requires 
many  weeks  before  a  plan  for  proper  conservation  of  the  supply  of  a  material 
can  be  actually  put  into  operation  after  it  appears  that  a  shortage  will  occur, 
and  if  there  is  no  authority  to  deal  with  the  situation  until  the  shortage  has 
occurred,  then  during  the  ensuing  weeks  when  the  plan  is  taking  effect  much 
time  and  great  quantities  of  material  may  disappear  to  nonessential  uses,  excessive 
inventories,  and  hoarding. 

v.  information 

To  deal  adequately  with  essential  materials  and  products  needed  for  defense, 
it  is  essential  to  have  complete  data  regarding  the  supply  thereof  and  produc¬ 
tive  capacity  therefor,  and  the  requirements,  both  military  and  civilian,  for 
such  products  and  materials.  This  includes  knowledge  of  inventories  and  rates 
of  use  which  can  only  be  obtained  from  industry  itself. 

Further,  to  allocate  materials  in  which  a  shortage  exists  requires  complete 
knowledge  of  the  uses  to  which  the  customers  of  each  producer  will  make  of 
orders  to  be  filled.  The  foregoing  requires  authority  to  obtain  information 
from  industry  in  all  of  these  matters.  There  is  at  present  no  statutory  authority 
to  require  such  information  to  be  furnished  by  industry,  either  under  section 
2  (a)  or  otherwise,  in  connection  with  the  exercise  of  priorities. 

VI.  LIABILITY  FOR  COMPLIANCE  WITH  PRIORITY  RATINGS 

Orders  placed  by  the  armed  services  are  in  most  instances  not  compulsory,  but 
the  manufacturer  who  accepts  these  orders  knows  that  a  preference  rating  will 
usually  be  assigned  to  such  orders  the  moment  he  accepts  them.  He  therefore 
knows  in  accepting  such  orders  that  he  will  in  many  instances  be  required  to- 
postpone  or  eliminate  deliveries  under  other  orders  from  civilian  customers  which 
are  already  on  his  books. 

If  such  manufacturer  is  sued  for  damages  by  one  of  such  other  customers  for 
default  under  such  customer’s  contract,  there  is  some  legal  doubt  whether  the 
manufacturer  can  plead  impossibility  of  performance  since  he  has  accepted  the 
military  order  with  knowledge  that  it  will  require  such  default.  It  is  important 
to  give  clear  statutory  protection  to  all  manufacturers  who  comply  with  priority 
orders. 

VII.  PROPOSED  STATUTORY  PROVISION 

It  is  evident  from  the  foregoing  that  there  is  need  for  Congress  to  clarify  its 
intent  and  to  amplify  the  authority  given  by  this  meager  statutory  provision 
contained  in  section  2  (a)  of  Public,  No.  671,  of  the  Seventy-sixth  Congress,  third 
session,  which  forms  the  entire  basis  for  the  establishment  of  priorities  for  the 
defense  program. 

Therefore,  it  appears  necessary  to  enact  an  amendment  to  said  section  2  (a)  to 
clarify  and  amplify  the  priorities  authority  to  take  care  of  the  necessities  as 
indicated  in  the  foregoing  memorandum.  The  language  of  such  amendment  should 
adhere  to  that  used  in  section  2(a). 

The  purpose  of  such  amendment  is  sixfold : 

1.  To  permit  the  assignment  of  mandatory  priorities  to  contracts  or  orders  of 
any  foreign  government  which  the  President  brings  within  the  terms  of  the  lease- 
lend  bill. 

2.  To  permit  the  assignment  of  mandatory  priorities  to  any  contract  or  order 
of  a  Government  agency  other  than  the  Army  or  Navy  or  of  private  industry 
which  is  of  vital  importance  to  the  defense  program. 

3.  To  make  clear  that  mandatory  priorities  may  be  extended  to  subcontracts 
and  suborders  for  parts,  supplies,  and  materials  which  enter  directly  or  indirectly 
into  the  fulfillment  of  the  prime  contracts  which  are  subject  to  mandatory  priorities. 

4.  To  permit  control  of  the  distribution  of  those  products  and  materials  in 
which  shortages  appear  by  reason  of  the  impact  of  the  defense  program  and  to 
permit  the  allocation  of  such  products  and  materials  to  defense  and  to  the  most 
important  civilian  needs  in  preference  to  less-important  uses. 

5.  To  permit  adequate  information  to  be  obtained  to  operate  the  nrioritios 

system.  1 

6.  To  protect  persons  complying  with  priority  orders  against  liability  for 
damages. 
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The  Chairman.  I  understand  that  the  opinion  of  the  members  of 
the  committee  is  that  we  should  now  take  a  recess  until  tomorrow  morn¬ 
ing  at  10  o’clock  and  then  continue  with  the  testimony,  because  a  num¬ 
ber  of  the  members  are  desirous  of  going  on  the  floor  of  the  Senate  now. 

Mr.  Henderson.  I  believe  that  the  statement  which  I  will  have  to 
make,  and  the  other  witness,  I  think  Mr.  Smith,  will  be  very  short,  and 
I  think  the  record  as  far  as  the  general  presentation  is  concerned,  has 
been  made.  I  think  we  could  conclude  in  very  short  order  ourselves. 
Isn’t  that  correct,  Judge  O’Brian? 

Mr.  O’Brian.  Yes. 

(Discussion  off  the  record.) 

The  Chairman.  I  think,  in  view  of  that  statement,  we  might  con¬ 
clude  with  the  witnesses  now,  and  then  we  can  adjourn  our  considera¬ 
tion  to  a  later  executive  session. 

Senator  Bridges.  I  move  you  we  proceed  to  hear  Mr.  Henderson. 

Senator  Holman.  Did  the  present  witness  complete  his  testimony, 
Mr.  Chairman  ? 

The  Chairman.  Yes. 

Mr.  Smith.  I  would  be  glad  to  add  a  clarification  to  Senator  Thomas’ 
question  about  his  Senate  bill. 

When  we  learned  of  the  introduction  in  the  House  and  the  Senate 
of  that  bill,  we  communicated  with  the  Treasury  Department,  Mr. 
Bernard  over  there,  who  we  understood  was  instrumental  in  drafting 
the  bill,  and  he  advised  us  that  in  view  of  our  bill,  which  he  had  not 
known  of.  and  we  hadn’t  known  of  his,  that  he  didn’t  believe  that  that 
section  2  was  necessary,  and  that  our  bill  covered  the  whole  problem. 

STATEMENT  OF  L.  J.  BERNARD,  ASSISTANT  GENERAL  COUNSEL, 
TREASURY  DEPARTMENT 

Mr.  Bernard.  You  may  recall.  Senator  Thomas,  that  I  came  over 
to  your  committee  and  Senator  Taft  asked  the  same  question.  He 
referred  to  this  particular  bill  and  wanted  to  know  whether  they 
were  the  same  or  different.  I  told  him  that  this  bill  had  been  intro¬ 
duced  after  the  bill  which  we  recommended  to  Congress  had  been 
introduced,  but  it  had  moved  faster  in  the  House;  and  that  I  had 
just  been  before  the  House  committee  and  recommended  to  them,  in 
view  of  the  fact  that  they  had  already  reported  it,  that  section  2  of  our 
bill  be  deleted,  and  I  also  made  that  recommendation  to  you. 

That  is  the  Treasury  Department’s  position.  We  have  no  desire 
to  pursue  section  2  of  the  other  bill. 

Senator  Thomas  of  Utah.  You  are  working,  then,  in  such  a  way 
that  you  can  advise  our  committee  about  that  section  when  you  come 
before  us  again? 

Mr.  Bernard.  Yes,  sir. 

Senator  Thomas  of  Utah.  Then  I  am  perfectly  satisfied,  and  I  think 
the  members  of  the  committee  are  satisfied,  if  there  is  the  coordina¬ 
tion  between  these  administrative  groups. 

Mr.  Bernard.  The  coordination  is  taking  [dace  now,  Senator. 

Senator  Thomas  of  Utah.  That  is  all  I  am  interested  in. 

The  Chairman.  Thank  you  very  much,  Mr.  Bernard. 

Mr.  Henderson,  will  you  state  your  full  name  and  title  to  the 
official  reporter? 

Mr.  Henderson.  Leon  Henderson,  Administrator,  Office  of  Price 
Administration  and  Civilian  Supply. 


ESTABLISH  PRIORITIES  AND  ALLOCATE  MATERIAL 


47 


STATEMENT  OF  LEON  HENDERSON,  OFFICE  OF  PRICE  ADMINISTRA¬ 
TION  AND  CIVILIAN  SUPPLY 

Mr.  Henderson.  I  wish  briefly  to  underwrite  and  heartily  endorse 
the  position  that  has  been  taken  by  the  other  witnesses  from  the  Army 
and  Office  of  Production  Manager. 

This  bill  was  worked  out  in  conjunction  Avith  all  the  interested 
agencies,  and  had  the  full  and  unqualified  support  of  those  agencies, 
and  it  is  a  part,  as  Mr.  Stettinius  has  said,  of  a  working  Avhole,  a 
working  whole  that  is  operating  under  Executive  orders,  and  those 
lnnTe  been  fitted  together  \rery  compactly. 

The  Office  of  Price  Administration  and  Oiviliaii  Supply  has  a 
responsibility  running  to  priorities  in  this  way.  As  Mr.  Smith 
pointed  out,  it  is  necessary  to  make  a  determination  as  to  the  order  of 
preference  in  case  of  a  shortage  of  the  residues  that  are  available  for 
civilian  consumption.  Noav  in  our  Executive  order  creating  O.  P.  A. 
m  C.  S.,  we  inherited  the  consumer  protection  function  carried  on  in 
~  the  old  Defense  Commission,  by  Mi-.  Elliott.  We  continued  the  price 
administration  function.  We  ivere  assigned  the  civilian  allocation 
function  for  the  making  of  plans  and  programs;  and  A\’e  were  given 
the  general  responsibility  for  civilian  supply. 

Now  all  of  those — price,  consumer  protection,  ciATilian  supply,  relate 
to  this  question  of  the  distribution  of  scarcities  once  all  of  the 
f  defense  needs  have  been  satisfied. 

Now  we  have  worked  out  Avith  Mr.  Stettinius  a  very  adequate  basis 
for  the  submission  of  plans  and  programs,  and  it  is  quite  essential 
that  once  those  determinations  have  been  made,  that  he  has  access 
to  these  powers  and  that  avc  have  access  in  certain  limited  Avays  to 
these  powers,  in  order  to  give  enforcement  to  them,  and  also  to 
protect  the  manufacturers  and  processers  from  any  legal  liability  by 
carrying  out  these  orders. 

Now,  just  take  one  jump  back,  the  work  on  priorities  Avas  begun, 
you  might  say,  in  the  studies  by  the  Army  and  Navy  Munitions 
Board,  long  in  advance  of  the  present  emergency,  as  to  the  relation¬ 
ship  existing  betAveen  Army  and  NaA-y  orders.  When  the  Defense 
I  Commission  came  in,  the  relationship  betAveen  purchasing,  produc- 
F  tion.  price,  and  priorities  Avas  seen,  and  Ave  all  joined  in  studies 
Avhich  led  to  the  creation  of  the  first  Board,  and  Avhen  there  Avas  a 
bringing  together  of  all  these  functions  of  production,  purchasing, 
and  priorities,  they  Avere  lodged  in  one  place. 

Now,  Mr.  Stettinius  has  been  in  this  organization  from  the  Aery 
beginning,  and  has  enjoyed  the  confidence  of  everybody  concerned. 
I  don’t  belieAre  he  has  had  any  difficulty  at  all,  as  far  as  his  opera¬ 
tions  in  relation  to  the  related  functions  to  be  performed  are 
concerned. 

I  do  see  that  there  Avould  be  a  seA^ere  dislocation  if  this  particular 
function  was  taken  out  and  made  a  statutory  position. 

Senator  Thom  as  of  Utah.  Wouldn’t  it  be  almost  impossible  to 
take  care  of  the  civilian  needs  if  AA'e  had  an  establishment  Avhich 
Avas  thinking  only  and  primarily  of  the  military  needs  at  a  given 
time? 

Mr.  Henderson.  That  is  right,  and  that  has  been  foremost  in  the 
thinking  of  Mr.  Stettinius  and  Mr.  Knudsen  and  myself  from  the 
very  beginning. 
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We  foresaw  a  period  such  as  we  are  coming  into  now,  where  it 
will  be  necessary  to  take  away  from  the  civilian  population  a  con¬ 
siderable  portion  of,  say,  strategic  melals,  and  we  wanted  to  be 
ready  with  the  type  of  organization  which  would  instantly  make 
the  programs  to  take  care  of  saying  who  gets  and  who  goes  without. 

Senator  Thomas  of  Utah.  In  other  words,  can  we  tell  the  Senate 
of  the  United  States,  when  we  take  this  bill  in  front  of  them,  that 
the  organization  today  is  set  up  in  such  a  way  that  the  organization 
has  in  mind  the  man  who  is  to  be  hurt  by  a  priority  rule,  quite 
as  much  as  the  man  who  is  to  gain  the  advantage  by  a  priority 
rule  ? 

Mr.  Henderson.  That  is  right. 

Senator  Thomas  of  Utah.  Has  every  member  of  your  group  be¬ 
come  convinced  that  an  honest  priority  administration  depends  upon 
that  attitude? 

Mr.  Henderson.  Oh,  yes.  I  want  to  nail  that  down,  that  that 
has  been  in  the  forefront  of  Mr.  Stettinius’  thinking  since  the  early 
days  of  consideration  of  priorities,  that  was  when  the  old  priorities 
board  was  Messrs.  Ivnudsen,  Stettinius,  and  myself,  and  that  was 
the  thing  we  always  had  in  mind. 

The  Army  and  Navy,  in  their  priority  work,  had  worked  out  their 
relationship,  but  here  was  this  whole  area  of  the  civilian  which  had  not 
been  worked  out,  and  which  we  inherited. 

Mr.  Stettinius  has  enjoyed  the  confidence  of  all  of  us  in  that  work 
and  has  had  it  right  in  the  forefront  of  his  mind. 

Senator  Thomas  of  Utah.  There  are  some  of  us  that  have  had  to 
take  the  drops  from  the  rich  man’s  table,  the  crumbs  that  come  be¬ 
cause  he  saws  off  a  little  bit  more  bread  than  he  can  eat.  I  want  to  see 
those  crumbs  keep  dropping  down  just  as  much  as  they  can,  and  if  we 
don’t  let  those  crumbs  drop  down,  we  are  upsetting  the  very  element 
of  our  society  which  should  be  foremost  in  our  minds. 

Mr.  Henderson.  Well,  Senator  Thomas,  the  President  spelled  that 
out  in  the  Executive  order  which  created  my  office.  That  order  was 
submitted  to  Mr.  Knudsen  and  to  Mr.  Stettinius  and  to  the  Secre¬ 
tary  of  War  and  the  Secretary  of  Navy,  in  order  that  they  should 
be  brought  together. 

Senator  Thomas  of  Utah.  And  it  has  worked  that  way,  and  noth¬ 
ing  in  this  law  will  interfere  with  that  spirit  ? 

Mr.  Henderson.  Not  only  will  it  not  interfere,  but  it  will  make 
it  possible  to  do  it,  which  is  most  important. 

Senator  Hill.  Of  course,  the  defense  comes  first,  and  that,  I  take 
it,  is  primarily  Mr.  Stettinius’  work,  on  the  priorities,  so  far  as 
the  defense  is  concerned  ? 

Mr.  Henderson.  Yes. 

Senator  Hill.  And  then  when  you  meet  the  needs  in  the  matter 
of  defense,  and  come  to  this  question  of  civilian  supply  and  pri¬ 
orities  there,  would  that  largely  fall  under  your  head  as  Price 
Administrator? 

Mr,  Henderson.  That  is  correct,  as  far  as  the  determination  of 
the  plans  and  programs  and  the  orders  of  preference,  but  it  is  very 
necessary,  in  our  opinion,  that  a  company  deal  with  one  source  m 
Washington  for  administration  of  those  priorities,  for  fitting  them  in, 
for  policing,  for  seeing  that  they  are  intelligently  done,  seeing  that 
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they  are  related  to  inventory  control.  Mr.  Stettinius’  division  will 
do  that,  and  we  have  worked  out  a  very  harmonious  relationship. 
In  fact,  there  has  never  been  a  single  bit  of  difficulty  on  that  score. 

Mr.  Stettinius.  That  is  right. 

The  Chairman.  Thank  you  very  much,  Mr.  Henderson. 

Are  there  any  questions  that  any  members  of  the  committee  would 
like  to  direct  to  Mr.  Henderson? 

If  not,  we  will  call  Captain  Anderson,  of  the  Navy  Department. 

Captain,  will  you  state  your  name  to  the  official  reporter? 

Captain  Anderson.  Capt.  A.  B.  Anderson,  United  States  Navy, 
representing  the  Secretary  of  the  Navy. 

STATEMENT  OF  CAPT.  A.  B.  ANDERSON,  UNITED  STATES  NAVY, 
REPRESENTING  THE  SECRETARY  OF  THE  NAVY 

Captain  Anderson.  Mr.  Bard,  Assistant  Secretary  of  the  Navy, 
expected  to  attend  this  hearing  and  was  prepared  to  attend  it  yes¬ 
terday.  but  was  called  out  of  town  last  night  to  make  an  inspection 
trip. 

The  Chairman.  We  are  glad  to  have  you  with  us. 

Captain  Anderson.  The  Secretary  is  at  a  meeting  of  some  ship¬ 
builders  this  morning,  and  I  could  reach  him  by  phone,  but  I  have 
a  statement  from  the  Assistant  Secretary  that  I  can  read. 

The  statement  is  submitted  by  Mr.  Bard,  Assistant  Secretary  of 
the  Navy. 

The  Navy  is  in  favor  of  the  original  bill  as  drawn,  and  is  opposed 
to  the  amendment  which  segregates  the  priorities  board  from  O.  P.  M. 
We  cannot  comprehend  an  efficient  operation  which  will  take  care 
of  the  Navy’s  program  unless  production,  inventory  control,  priori¬ 
ties,  and  so  forth,  are  coordinated  under  one  directing  unit,  which 
is  now  the  case  under  O.  P.  M. 

As  we  see  it,  if  the  Priorities  Board  were  to  attempt  to  operate 
by  itself,  it  would  have  to  duplicate,  at  considerable  expense  and 
loss  of  time,  most  of  the  departments  now  existing  in  O.  P.  M. 

Priorities  operations  are  dependent  upon  production  control,  price 
control,  inventory  control,  and  many  other  factors,  and  it  could  not 
operate  without  the  close  coordinated  contact  with  these  supporting 
agencies,  any  more  than  your  lung  and  heart  can  function  outside 
your  body. 

Under  the  present  system,  the  Navy  receives  prompt  consideration 
of  its  requirements,  and  full  cooperation  in  the  solution  of  its  prob¬ 
lems  of  production  in  priorities,  and  we  can  see  no  good  reason  for 
a  change  in  the  present  set-up,  which  is  almost  sure  to  cause  con¬ 
fusion  and  delay  at  this  crucial  period  in  the  development  of  the 
Navy’s  program. 

Now  for  myself,  I  might  elaborate  a  little  bit  on  that.  It  will  only 
take  a  minute  or  two. 

It  looks  to  me  as  if  the  question  before  this  committee  is  rather 
simple  and  clear-cut. 

This  act  here.  Public,  No.  671,  of  which  this  is  an  amendment,  was 
to  expedite  national  defense  with  the  speed-up  bill,  and  section  2  of 
that  act  gave  the  Army  and  Navy  orders  priority  over  all  other  orders. 

Now  this  amendment.  H.  R.  4534,  was  introduced  solely  for  the  pur¬ 
pose  of  clarifying  and  broadening  the  features  of  this  section  so  that 
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priorities  can  be  placed  on  other  orders,  and  that  these  other  orders 
be  made  mandatory  as  the  Army  and  Navy  orders  now  are,  instead  of 
voluntary. 

I  believe  that  this  amendment  is  not  the  proper  place  to  interject 
machinery  whereby  priorities  are  to  be  administered.  This  machinery 
is  already  set  up  in  the  Division  of  Priorities  of  the.  O.  P.  M. 

The  Navy  Department  feels  that  the  amendment  to  IT  R.  4534  is 
not  required,  that  is,  the  Cox  amendment  is  not  required,  and  if  left 
in  it  may  cause  confusion  and  consequent  delay  in  the  delivery  of 
materials  for  national  defense. 

The  Navy  also  believes  that  it  is  amply  protected  by  the  approved 
regulations  of  the  O.  P.  M.  under  which  the  Division  of  Priorities  is 
operating. 

Senator  Thomas  of  Utah.  You  are  in  favor,  then,  of  the  bill  as  it 
was  originally  introduced,  without  any  change  at  all  ? 

Captain  Anderson.  Yes,  sir ;  entirely  as  it  was  originally  introduced. 
I  have  talked  to  the  Chief  of  Naval  Operations  about  it,  and  also  to 
the  Assistant  Secretary,  Mr.  Bard,  and  as  the  bill  was  originally  intro¬ 
duced  it  was  satisfactory,  and  that  is  the  way  they  would  desire  to 
have  it  maintained. 

Senator  Wallgren.  The  original  bill  is  the  same  as  the  House  bill, 
with  the  exception  of  section  3;  is  that  the  only  change  in  the  original 
bill? 

The  Chairman.  The  only  change  in  the  original  bill  was  the  intro¬ 
duction  and  passage  of  the  Cox  amendment. 

Senator  Gurney.  And  the  deletion  of  the  President’s  authority  to 
appoint. 

The  Chairman.  Yes. 

Senator  Austin.  There  was  a  substitution,  and  we  want  to  put 
back  the  thing  that  was  eliminated. 

Senator  Wallgren.  I  see  that,  I  have  a  copy  of  the  original  bill  now. 

Senator  Austin.  The  very  last  sentence  was  stricken  out  and  section 
3  inserted  in  lieu  thereof.  The  witness  likes  the  bill  and  recommends 
the  bill  restored  to  its  original  substance. 

The  Chairman.  The  portion  struck  out  is  on  page  3  beginning  with 
“The  President”  on  line  6,  running  through  line  11. 

Are  there  any  questions  that  any  of  the  members  of  the  committee 
would  like  to  direct  to  Captain  Anderson? 

If  not,  we  thank  you  very  much,  Captain. 

We  will  now  hear  from  Commander  Sickel  of  the  Army  and  Navy 
Munitions  Board. 

Commander  H.  G.  Sickel  (Army  and  Navy  Munitions  Board).  I 
have  no  statement.  I  have  been  working  in  the  administration  of 
priorities,  within  the  Army  and  Navy  Munitions  Board  since  the 
beginning,  and  I  am  simply  here  in  case  there  are  any  questions  that 
3’ou  care  to  ask  me. 

Senator  Austin.  From  your  point  of  view,  do  you  regard  the  bill 
as  originally  presented  as  adequate? 

Commander  Sickel.  Yes:  I  am  in  agreement  with  the  other 
witnesses  in  the  Army  and  Navy,  that  the  amendment  to  the  original 
bill  is  undesirable,  and  that  the  bill  should  be  restored  to  its  initial 
condition. 

The  Chairman.  Thank  you  very  much,  Commander  Sickel. 


ESTABLISH  PRIORITIES  AND  ALLOCATE  MATERIAL 


51 


Mr.  O’Brian.  The  Office  of  the  Budget  have  handed  me  letters 
addressed  to  them,  in  reply  to  inquiries  made  by  them  of  the  Secre¬ 
tary  of  War,  Mr.  Stimson;  Mr.  Knudsen,  and  Mr.  Hillman;  Mr.  Hen¬ 
derson,  and  Mr.  Bard,  in  which  each  of  tnese  letters  contains  a 
specific  statement  of  the  attitude  of  the  writer,  all  of  them  favoring 
the  passage  of  the  bill  in  its  original  form  and  objecting  to  the  so- 
called  Cox  amendment. 

With  your  permission,  I  would  like  to  file  those. 

The  Chairman.  I  think  they  ought  to  be  made  a  part  of  the  rec¬ 
ord.  and  if  there  is  no  objection  we  will  ask  the  official  reporter  to 
embody  these  letters  in  the  record. 

(The  letters  above  referred  to  are  as  follows:) 

War  Department, 

Honorable  Harold  D.  Smith.  Washington,  May  12 ,  1941. 

Director,  Bureau  of  the  Budget. 

Washington ,  D.  C. 

Dear  Mr.  Smith  :  This  will  acknowledge  the  receipt  of  the  letter  from  your 
office  dated  May  9,  1941,  requesting  the  views  of  the  War  Department  regarding 
the  provisions  of  H.  R.  4534,  a  bill  “To  amend  the  act  approved  June  28,  1940, 
entitled  ‘An  act  to  expedite  the  national  defense,  and  for  other  purposes,’ 
in  order  to  extend  the  power  to  establish  priorities  and  allocate  material,” 
in  the  form  in  which  it  passed  the  House  on  May  8,  1941,  and  especially  with 
respect  to  the  amendment  which  was  sponsored  by  Representative  Cox  (Con¬ 
gressional  Record,  vol.  87,  No.  86,  May  8,  1941,  p.  3833). 

The  War  Department  favors  the  enactment  of  the  bill,  H.  R.  4534,  in  the 
form  in  which  it  was  originally  introduced  by  Representative  Vinson. 

The  War  Department  believes  that  the  amendment  sponsored  by  Representa¬ 
tive  Cox  and  passed  by  the  House  is  undesirable  for  the  following  reasons: 

(a)  It  would  materially  change  the  working  arrangement  between  the  Office 
of  Production  Management  and  the  Army  and  Navy  Munitions  Board  which 
has  been  developed  over  a  period  of  many  months  and  which  is  now  operating 
satisfactorily.  Such  a  rearrangement  under  present  critical  conditions  would 
be  certain  to  cause  confusion  and  to  slow  up  the  defense  program. 

(b)  It  would  single  out  from  the  Office  of  Production  Management  for  a 
mandatory  type  of  organization  a  single  important  function  of  that  office, 
which  for  efficient  operation  should  remain  an  integral  part  of  the  Office  of 
Production  Management. 

(c)  It  would  freeze  the  organization  of  the  priority  function  into  the  form 
specified  in  the  amendment  and  destroy  the  flexibility  which  all  agencies  set  up  to 
handle  emergency  situation  should  have  in  order  to  permit  them  to  adapt  them¬ 
selves  to  emergency  conditions  which  cannot  be  foreseen.  The  history  of  the 
defense  organization  over  the  past  few  months  has  emphasized  the  necessity  for 
such  flexibility. 

(d)  It  would  assign  to  the  Army  and  Navy  Munitions  Board  functions  which 
are  beyond  its  proper  scope  of  activity  as  visualized  in  the  Industrial  Mobilization 
Plan.  (The  advice  of  Mr.  Baruch  and  others  who  had  experience  in  the  World 
War  in  this  regard  was  to  leave  industrial  questions  to  civilians  and  military 
matters  to  the  armed  services.  The  Cox  amendment  would  violate  this  sound 
principle.)  For  example,  the  control  of  commodities,  such  as  rubber,  in  which 
the  civilian  interest  is  predominant,  is  one  which  should  be  vested  primarily  in 
the  Office  of  Production  Management  with  such  assistance  from  the  Army  and 
Navy  Munitions  Board  as  may  be  needed  to  insure  that  the  interests  of  the  armed 
services  are  adequately  presented  and  considered. 

Under  the  present  working  arrangements  between  the  Office  of  Production 
Management  and  the  War  and  Navy  Departments,  priority  in  delivery  of  finished 
munitions  to  meet  strategic  plans  is  determined  solely  by  the  services  themselves. 
The  Office  of  Production  Management  then  assists  in  meeting  the  desired  sched¬ 
ules  of  delivery  by  application  of  the  necessary  industrial  priorities  to  materials, 
equipment,  etc.  This  arrangement  is  now  operating  satisfactorily  and  would  be 
disturbed  by  adopting  the  Cox  amendment. 

Sincerely  yours, 


Henry  L.  Stimson.  Secret  ary  of  War. 
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II.  R.  4534. 


Office  of  Production  Management, 

Washington,  D.  C.,  Mag  9,  19Jfl. 


Harold  D.  Smith.  Esq., 

Director  of  the  Budget. 


Dear.  Mr.  Director:  At  the  request  of  the  Office  of  Production  Management 
the  above  bill  was  introduced  for  the  purpose  of  extending  its  powers  to  establish 
priorities  and  allocate  material.  On  the  debate  on  the  passage  of  this  bill  yester¬ 
day  the  House  amended  it  by  adding  to  the  bill  a  new  “subparagraph  (3),”  copy 
of  which  is  herewith  enclosed. 

The  original  bill  as  introduced  had  been  carefully  considered  by  and  had 
received  the  formal  approval  of  the  Departments  of  War  and  Navy,  the  Office  of 
Price  Administration  and  Civilian  Supply,  and  of  your  office  of  the  Budget. 

The  immediate  effect  of  this  amendment  is  to  establish  a  new  governmental 
agency  separate  and  distinct  from  all  existing  Government  agencies.  The  func¬ 
tion  of  granting  priorities  would  be  entirely  removed  from  the  Office  of  Produc¬ 
tion  Management. 

We  desire  to  express  our  view  that  the  entire  amendment  adding  this  new 
paragraph  “(3)”  is  inadvisable.  The  creation  of  this  agency  will  necessitate  a 
vital  change  in  the  Office  of  Production  Management  by  thus  withdrawing  from 
its  integrated  control  one  of  the  functions  most  important  to  defense.  The  three 
functions  of  priorities,  production,  and  purchasing,  vitally  essential  to  the  success¬ 
ful  operation  of  the  defense  program,  now  are  combined  in  the  Office  of  Produc¬ 
tion  Management  and  operate  under  the  supervisory  control  of  its  council.  This 
council  consists  of  four  members,  the  Secretary  of  War.  the  Secretary  of  the  Navy, 
the  Director  General,  and  the  Associate  Director  General.  All  of  the  functions 
performed  by  the  Office  of  Production  Management  are  operated  in  close  integra¬ 
tion  with  the  Departments  of  War  and  Navy. 

This  amendment  does  not  appear  to  be  in  conformity  with  the  President’s 
desire  to  keep  a  certain  flexibility  at  this  time  in  the  organization  for  defense. 
It  isolates  and  crystallizes,  by  statute,  the  single  function  of  administering 
priorities,  without  giving  consideration  to  the  close  relationship  between  it  and 
the  other  functions  essential  to  the  defense  production  program.  Adequate 
production  cannot  be  obtained  without  the  aid  of  priorities,  and  it  is  essential 
that  both  production  and  priority  he  subject  to  the  supervisory  control  of  one 
central  authority.  Under  the  proposed  amendment  of  section  3  of  this  bill, 
production  by  the  Office  of  Production  Management  would  be  made  dependent, 
wherever  priorities  were  necessary,  upon  the  judgment  and  approval  of  a  wholly 
independent  agency. 

The  present  arrangement  has  worked  efficiently.  It  has  resulted  in  harmoni¬ 
ous  and  efficient  functioning  of  the  Priorities  Division,  both  in  relation  to  the 
other  divisions  above  named  and  also  in  relation  to  the  other  agencies  of 
Government.  The  proposed  amendment  would  alter  the  present  operating  set-up 
of  the  Office  of  Production  Management  and  would  inevitably  have  a  disrupting 
effect  upon  the  close  relationships  and  contacts  with  the  representatives  of 
other  agencies  of  Government  which  have  been  established  over  a  course  of 
many  months.  Delay  in  the  defense  program  will  necessarily  result. 

Mr.  Stettinius,  the  Director  of  Priorities  in  the  Office  of  Production  Man¬ 
agement.  is  likewise  opposed  to  the  enactment  of  the  amendment. 

Yours  very  truly. 


William  S.  Knudsen, 

Director  General. 
Sidney  Hillman. 

Associate  Director  General. 


Enclosure. 


i 


AMENDMENT  TO  VINSON  BILL 


Page  3. — Strike  out  “the  President”  in  line  6. 

Strike  out  line  7-10  inclusive  and  insert : 

“3.  The  President  may  exercise  any  power,  authority,  or  discretion  conferred 
on  him  by  this  section  through  a  Director  of  Priorities  (in  this  paragraph 
■called  the  Director)  whom  he  is  authorized  to  appoint  by  and  with  the  advice 
and  consent  of  the  Senate.  The  Director  shall  receive  compensation  at  the 
rate  of  $12,000  per  annum  and  is  authorized  to  appoint  and  fix  the  compensation 
of  such  officers  and  employees  as  may  be  necessary  to  carry  out  his  powers 
under  this  section.  The  Director  shall  exercise  his  powers  under  paragraph 
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1  and  2  of  this  section  with  the  assistance  of  industry  committees  which  he  is 
hereby  directed  to  establish  and  utilize  and  upon  the  basis  of  information  fur¬ 
nished  to  him  by  such  industry  committees  and  upon  the  basis  of  such  other 
information  as  lie  deems  pertinent.  Such  powers  shall  be  exercised  by  the 
Director  only  after  prior  approval  of  such  exercise  by  the  joint  Army  and  Navy 
Munitions  Board.” 


May  13.  1941. 

Mr.  Harold  D.  Smith. 

Director,  Bureau  of  the  Budget. 

Washington,  D.  C. 

Dear  Mr.  Smith  :  H.  R.  4534  was  recently  amended  on  the  floor  of  the  House 
in  such  manner  as,  in  my  judgment,  to  nullify  the  usefulness  of  the  bill  and 
seriously  to  impair  the  defense  effort. 

As  you  are  aware,  the  bill  as  reported  by  Mr.  Vinson  of  the  House  Naval  Affairs 
Committee  represented  a  joint  effort  on  the  part  of  the  Office  of  Production  Man¬ 
agement  and  the  Office  of  Price  Administration  and  Civilian  Supply,  with  the 
aid  and  cooperation  of  the  Bureau  of  the  Budget,  so  to  clarify  the  President’s 
authority  as  to  enable  him  more  effectively  to  coordinate  the  defense  program 
through  the  application  of  priorities.  Office  of  Production  Management,  through 
its  Division  of  Priorities,  is  concerned  with  priority  for  defense  needs ;  Office  of 
Price  Administration  and  Civilian  Supply,  through  its  Division  of  Civilian  Alloca¬ 
tion,  is  concerned  with  the  equitable  disposition  of  the  residual  supply  of  goods 
and  commodities  after  defense  needs  have  been  satisfied. 

The  net  result  of  the  amendment  is  to  create  another  defense  organization,  at 
the  head  of  which  there  will  be  a  Director  of  Priorities,  and  to  vest  in  the  Director 
full  responsibility  with  reference  both  to  military  priorities  and  civilian  allocation. 
The  Director  is  further  required  to  establish  and  utilize  industry  committees,  and 
is  subject  to  the  supervision  and  veto  of  the  Joint  Army  and  Navy  Munitions 
Board. 

I  believe  the  amendment  is  objectionable  for  the  following  reasons  : 

1.  It  will  seriously  disrupt  and  delay  the  defense  program.  Through  careful 
process  of  trial  and  error  a  defense  organization  is  gradually  being  evolved.  As 
a  result  of  months  of  experience  and  after  very  careful  consideration  and  extended 
discussions,  the  priorities  function  was  shared  between  Office  of  Production 
Management  and  Office  of  Price  Administration  and  Civilian  Supply.  Office  of 
Production  Management  was  recognized  as  a  basic  defense  organization,  charged, 
among  other  things,  with  responsibility  for  production  and  purchasing,  and 
given  the  priority  power  in  order  that  it  might  obtain  defense  materials  as  and 
when  they  were  needed.  The  priorities  power  was  thus  recognized  as  integral 
to  the  functions  of  production  and  purchasing,  and  integrated  into  the  organiza¬ 
tion  charged  with  these  responsibilities.  Office  of  Price  Administration  and 
Civilian  Supply,  on  the  other  hand,  was  established  not  as  an  adjunct  to  the 
armed  services,  but  as  a  guardian  of  the  civilian  economy,  and  charged  with 
responsibilities  only  in  the  field  of  civilian  welfare.  These  two  organizations 
are  today  working  together  closely  and  cooperatively  and,  after  long  consulta¬ 
tion,  have  established  useful  and  efficient  procedures  for  the  exercise  of  their 
authority.  The  proposed  amendment  will  not  only  disrupt  the  existing  har¬ 
monious  relationship  between  Office  of  Production  Management  and  Office  of  Price 
Administration  and  Civilian  Supnly.  but  hamstring  both  Office  of  Production  Man¬ 
agement  and  Office  of  Price  Administration  and  Civilian  Supply  by  depriving 
them  of  powers  without  which  they  cannot  operate  effectively. 

2.  It  treats  with  the  organization  of  only  a  small  part  of  the  existing  defense 
structure.  For  obvious  reasons,  the  defense  organization  must  be  flexible  and 
quickly  adaptable  to  ever  changing  conditions  and  circumstances.  To  freeze  the 
priorities  control  without  touching  upon  the  many  other  vital  defense  problems 
will  endanger  the  entire  structure,  which  thereafter  must  mold  itself  to  a  single 
and.  in  some  circumstances,  relatively  subordinate  function. 

The  amendment  thus  gives  the  Division  of  Priorities  within  Office  of  Produc¬ 
tion  Management  an  independent  statutory  position  not  shared  bv  the  Division 
of  Production  or  the  Division  of  Purchases,  enlarges  its  jurisdiction  to  include 
a  functon  wholly  unrelated  to  priorities  for  military  needs,  and  severely  narrows 
the  responsibility  of  Messrs.  Knudsen  and  Hillman  within  Office  of  Production 
Management. 

3.  It  will  undermine  the  effectiveness  of  the  antitrust  laws  without  aiding 
the  program  for  defense.  Industry  committees  for  advisory  purposes  are  per- 
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fectly  lawful,  and  indeed  are  constantly  used  by  both  Office  of  Production  Manage¬ 
ment  and  Office  of  Price  Administration  and  Civilian  Supply.  A  direction  that 
such  committees  be  utilized,  however,  in  substance  subordinates  the  responsible 
Government  authority  to  groups  whose  interest  may  at  times  be  antiethical  to 
the  public  interest  and  to  the  interests  of  national  defense. 

4.  It  will  burden  the  armed  services  with  responsibilities  which  they  are 
not  equipped  to  assume.  So  far  as  priorities  for  defense  materials  is  con¬ 
cerned,  the  relationship  already  established  between  Office  of  Production  Man¬ 
agement  and  the  Army  and  Navy  Munitions  Board  lias,  so  far  as  I  am  aware, 
operated  in  an  eminently  satisfactory  manner.  So  far  as  responsibility  for 
civilian  allocation  is  concerned,  neither  the  Army  nor  the  Navy  is  able  or 
willing  to  assume  the  obligation  of  allocating  the  residual  supply  of  materials 
and  commodities  among  all  the  many  competing  civilian  demands.  This  task 
is  extremely  difficult,  and  if  it  were  added  to  the  already  enormous  responsi¬ 
bilities  of  the  armed  services,  the  defense  program  would  either  founder  or 

vital  civilian  interests  would  be  neglected. 

I  trust  you  will  do  everything  in  your  power  to  have  the  amendment  with¬ 
drawn  and  the  bill  enacted  in  its  original  form.  This,  I  understand,  is  the 

unanimous  conclusion  of  every  organization  which  will  be  concerned  with  the 

bill  including  the  War  Department,  the  Navy  Department,  Office  of  Production 
Management,  and  Office  of  Price  Administration  and  Civilian  Supply.  I  am 
certain,  moreover,  that  when  these  considerations  are  brought  to  the  attention 
of  the  Congress,  both  Houses  will  be  glad  to  cooperate  with  us. 

Tours  sincerely, 

Leon  Henderson, 

Administrator. 

CC — John  O’Brien,  Office  Production  Management, 

Wayne  Coy,  State  Department. 


The  Assistant  Secretary  of  the  Navy, 

Washington,  May  10,  10 hi 

Director  of  the  Bureart  of  the  Budget, 

Executive  Office  of  the  President,  Washington.  D.  C. 

Sir  :  In  response  to  your  request  for  a  statement  of  the  views  of  the  Navy 
Department  with  respect  to  H.  R.  4534  which  was  passed  by  the  House  of 
Representatives  on  May  8,  1941,  and  the  amendment  thereto  providing,  among 
other  things,  for  the  creation  of  the  office  of  Director  of  Priorities,  the  Navy 
Department  is  in  favor  of  the  bill  as  originally  introduced  and  not  in  favor 
of  such  amendment.  It  is  the  further  view  of  the  Navy  Department  that  the 
function  of  priorities  control  should  not  be  separated  from  control  of  production. 
Respectfully  yours, 

Ralph  A.  Bard. 


Mr.  O ’Brian.  Your  record,  as  it  now  stands,  I  think,  does  not 
fully  explain  the  method  of  operation,  the  machinery,  within  O.  P. 
M..  which  is  designed  to  protect  the  exercise  of  these  powers,  and 
define  the  authority  of  the  various  people  dealing  with  them,  and 
particularly  the  functions  cf  the  Advisory  Board  on  Priorities  which 
is  appointed  by  the  President. 

Without  reading  it,  I  have  a  brief  statement  here  of  five  pages 
confined  solely  to  a  description  of  what  the  procedure  is  when  a 
priority  is  applied  for;  where  it  goes,  who  is  consulted,  who  exer¬ 
cises  the  final  authority,  in  what  cases  the  four  at  the  top  review  the 
action,  and  so  forth,  and  with  your  permission  I  would  like  to 
simply  file  that. 

Senator  Austin.  We  would  like  to  have  that  in  the  record. 

Mr.  O'Brian.  This  has  annexed  to  it,  as  an  exhibit,  the  regulations 
prescribed  by  O.  P.  M.  for  the  procedure,  and  these  regulations  have 
been  formally  approved  by  the  President.  I  would  also  like  for 
all  of  those  to  go  into  the  record  as  descriptive  and  explanatory  of 
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the  unusual  care  that  is  exercised  in  dealing  with  these  very  large 
powers. 

The  Chairman.  Without  objection,  that  will  go  in  the  record. 
(The  statement  of  John  Lord  O’Brian  above  described  is  as  fol¬ 
lows  :) 

Statement  Made  by  John  Lord  O’Brian,  General  Counsel  of  the  Office  of 
Production  Management 

The  original  bill,  H.  R.  5434,  was  prepared  by  the  Office  of  Production  Man¬ 
agement  and  introduced  at  its  request  by  Representative  Vinson  of  Georgia. 
That  bill  had  been  submitted  to,  and  considered  by,  the  Departments  of  War 
and  Navy,  the  Office  of  Price  Administration  and  Civilian  Supply,  and  the 
Office  of  the  Budget,  and  had  been  approved  by  each  of  those  agencies. 

On  passage  in  the  House,  an  amendment  was  offered  to  the  bill  by  Repre¬ 
sentative  Cox  of  Georgia.  This  amendment  was  adopted  and  is  contained  in 
that  part  of  the  bill  before  you  designated  as  paragraph  3. 

We  desire  to  explain  to  your  satisfaction  the  reasons  for  asking  for  the 

t  original  bill.  Second,  we  request  you  to  strike  out  of  the  present  bill  the 
amendment  offered  by  Representative  Cox  and  to  pass  the  measure  in  its 
original  form. 

For  the  purpose  of  simplifying  the  situation,  may  I  explain  briefly  the  organi¬ 
zation  of  the  Office  of  Production  Management  and  the  procedure  which  has  been 
followed  up  to  now  in  the  granting  of  certificates  of  priority. 

The  Office  of  Production  Management,  familiarly  known  as  O.  P.  M.,  consists 
of  four  members — the  Secretary  of  War;  the  Secretary  of  the  Navy ;  the  Director 
General,  Mr.  Knudsen ;  and  the  Associate  Director  General,  Mr.  Hillman.  These 
four  men  compose  the  council  of  O.  P.  M.,  which  meets  regularly  at  least  once  a 
week,  and  often  at  more  frequent  intervals.  O.  P.  M.  is  in  reality  a  super¬ 
servicing  agency  for  the  armed  services  and  the  Maritime  Commission.  O.  P.  M. 
was  set  up  by  the  President  in  an  Executive  order  dated  January  7  of  this  year. 
This  order  undertook  to  combine  under  the  unified  authority  of  O.  P.  M.  all  of 
the  functions  of  national  defense  intimately  associated  with  production.  The 
order  provided  for  three  divisions  of  administration,  namely.  Purchases,  Produc¬ 
tion,  and  Priorities.  By  another  order  recently  made  a  Labor  Division  was  added 
lo  these  three.  Upon  its  organization  the  O.  P.  M.  appointed  Mr.  Edward  R. 
Stettinius,  Jr.,  as  Director  of  the  Priorities  Division;  Mr.  Donald  Nelson  as 
Director  of  the  Purchases  Division;  and  Mr.  John  I).  Riggers  as  Director  of  the 
Production  Division.  Mr.  Isador  Lubin  is  at  present  the  Acting  Director  of  the 
Labor  Division.  The  work  of  these  Divisions  is  closely  interrelated.  That  is 
particularly  true  of  Purchases.  Production,  and  Priorities. 

PTp  to  now  the  administration  of  the  so-called  priorities  power  has  been 
handled  in  this  way  : 

FThe  President  by  his  Executive  order  delegated  to  O  P.  M.  all  of  his  authority 
to  grant  priorities  under  section  2  (a)  of  the  Walsh-Vinson  Act.  The  O.  P.  M. 
council  of  four  has  prescribed  the  regulations  and  procedure  to  be  followed  in 
granting  certificates  of  priority.  These  regulations  have  been  formally  approved 
by  the  President.  The  council  has  appointed  Mr.  Edward  R.  Stettinius  Director 
of  Priorities,  granted  to  him  its  authority  in  that  field,  and  his  appointment  has 
been  formally  approved  by  the  President.  Under  the  present  procedure  the 
Army  and  the  Navy,  through  the  Army  and  Navy  Munitions  Board,  work  in  the 
closest  cooperation  with  the  Director  of  Priorities.  Under  authority  from  him 
and  under  his  supervision  they  issue  certificates  of  priority  for  contracts  involv¬ 
ing  a  variety  of  military  and  naval  needs.  They  also  advise  him  on  other  addi¬ 
tional  requirements.  Individual  contractors  submit  requests  for  a  vast  number 
of  certificates.  On  receipt  of  such  requests  the  Director  of  Priorities  and  his 
staff,  proceeding  under  the  regulations  laid  down  by  the  O.  P.  M.  council,  study 
them  in  relation  to  all  other  needs  for  the  same  material  and  also  the  available 
sources  of  supply  and,  if  satisfied,  issue  the  necessary  certificates. 

Where  a  shortage  of  a  given  material  occurs  and  it  becomes  necessary  to 
consider  directing  the  distribution  of  the  supply  of  that  material  to  protect 
the  program,  the  Director,  after  reaching  a  tentative  decision,  consults  with 
the  Advisory  Priority  Board,  which  meets  at  least  once  a  week.  This  Board 
was  appointed  by  the  President.  It  consists  of  Mr.  Knudsen  and  Mr.  Hillman 
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sitting  ex  officio ;  Mr.  Biggers,  Director  of  Production ;  and  Mr.  Nelson,  Director 
of  Purchasing;  and  Mr.  Stettinius,  Director  of  Priorities,  sitting  as  chairman. 
With  this  Board  the  following  sit  as  consultants,  viz :  The  Under  Secretary  of 
War,  the  Under  Secretary  of  the  Navy,  the  Assistant  Chief  of  Staff  of  the 
Army,  Captain  Anderson  of  the  Navy,  representatives  of  the  office  of  Price 
Administration  and  Civilian  Supply,  and  of  the  Maritime  Commission.  Fol¬ 
lowing  such  a  consultation,  the  Director  reports  his  proposed  action  .to  Mr. 
Knudsen,  who,  in  turn,  reports  the  matter  to  the  O.  P.  M.  Council  for  in¬ 
formation,  advice,  or  ratification.  While  the  members  of  the  Council  ordi¬ 
narily  do  not  deal  with  minor  matters  of  detail,  they  do  give  careful  considera¬ 
tion  to  matters  of  general  policy  and  larger  matters  generally.  Examples  of 
ihese  are  such  matters  as  industry-wide  priority  control,  the  control  of  inven¬ 
tories,  matters  of  priority  in  aircraft  production,  etc.  But  it  is  the  Director 
of  Priorities  who  in  all  cases  issues  the  orders  or  grants  the  certificate  of 
priority. 

Legal  questions  frequently  arise  in  connection  with  the  granting  of  these 
certificates.  These  are  dealt  with  by  the  Legal  Division.  All  matters  of 
legal  policy  and  all  other  legal  questions  of  importance  are  reviewed  by 
the  General  Counsel  of  O.  P.  M.  himself  before  any  action  is  taken. 

This  procedure,  which  has  grown  up  as  the  result  of  trial  and  experience, 
at  the  present  time  is  operating  smoothly  and  expeditiously.  The  connection 
between  Mr.  Stettinius  and  the  members  of  his  staff  with  the  Director  of 
Production  and  the  Director  of  Purchases  and  their  respective  assistants  is 
an  intimate  one.  All  of  them  are  constantly  in  touch  with  the  representatives 
of  the  War  and  Navy  Departments,  the  Office  of  Price  Administration  and 
Civilian  Supply,  and  of  the  Maritime  Commission. 

Office  of  Production  Management 

REGULATION  NO.  3 — DEFINING  THE  STATUS  OF  THE  DIVISION  OF  PRIORITIES  IN  THE 

OFFICE  OF  PRODUCTION  MANAGEMENT  ANI)  PRESCRIBING  ITS  DUTIES  AND  FUNCTIONS 

Whereas  Executive  Order  No.  8629,  dated  January  7,  1941,  created  the  Office  of 
Production  Management  and  charged  it  with  the  duties,  among  others,  to  deter¬ 
mine  when,  to  what  extent,  and  in  what  manner  priorities  shall  be  accorded  to 
deliveries  of  material  pursuant  to  the  authority  of  section  2  (a)  of  the  act 
entitled  “An  act  to  expedite  national  defense,  and  for  other  purposes,”  approved 
June  28, 1940,  and  to  perform  the  functions  and  exercise  the  authorities  vested  in 
the  President  by  section  9  of  the  Selective  Training  and  Service  Act  of  1940 ;  and 

Whereas  said  Executive  order  established  within  the  Office  of  Production  Man¬ 
agement  a  Division  of  Priorities  in  charge  of  a  Director  appointed  by  the  Office  of 
Production  Management  with  the  approval  of  the  President,  and  a  Priorities 
Board  to  act  as  an  advisory  body  on  priorities ;  and 

Whereas  the  Office  of  Production  Management,  with  the  approval  of  the  Presi¬ 
dent,  has  appointed  Edward  R.  Stettinius,  Jr.,  as  Director  of  the  Division  of 
Priorities;  and 

Whereas  the  public  interest  requires  that  provision  be  made  to  insure  the 
prompt  delivery  of  material  essential  to  the  national  defense : 

Now,  therefore,  by  virtue  of  the  authority  vested  in  the  Office  of  Production 
Management  by  said  Executive  order,  it  is  hereby  ordered  that — 

1.  The  Director  of  the  Division  of  Priorities,  who  shall  be  known  as  the 
Director  of  Priorities,  shall  execute  and  administer  the  authorities,  duties,  and 
responsibilities  of  the  Office  of  Production  Management  pertaining  to  section  2(a) 
of  the  act  entitled  “An  act  to  expedite  national  defense  and  for  other  purposes,” 
approved  June  28,  1940,  and  otherwise  pertaining  to  priorities,  mandatory  orders, 
and  allocations. 

2.  The  Director  of  Priorities  shall  have  authority  to  propose  action  under 
section  9  of  the  Eelective  Training  and  Service  Act  of  1940,  and  all  proposals  for 
such  action,  whether  originating  with  him  or  with  the  directors  of  other  divisions 
or  with  other  officers  of  the  Government,  shall  be  submitted  by  the  Director  of 
Priorities,  with  his  recommendation,  to  the  Director  General,  the  Associate 
Director  General,  the  Secretary  of  War,  and  the  Secretary  of  the  Navy,  consti¬ 
tuting  the  Council  of  the  Office  of  Production  Management,  for  such  directions  as 
they  may  give. 
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3.  To  effectuate  and  carry  out  the  authorities,  duties,  and  responsibilities 
assigned  to  him  herein,  the  Director  of  Priorities  is  hereby  authorized : 

(a)  To  establish  such  organization  as  the  Director  of  Priorities  may  deem 
necessary  to  the  adequate  execution  of  the  functions  of  the  Priorities  Division, 
including  the  employment  of  personnel  and  the  creation  and  appointment  of 
priority  groups  and  priority  committees  for  material  or  groups  of  material ;  and 
to  make  provision  for  administrative  services  to  the  Priorities  Board  when  it  is 
carrying  out  its  functions  under  said  Executive  order. 

(ft)  To  assign  or  provide  for  the  assignment  of  preference  ratings  to  all  con¬ 
tracts  and  subcontracts  and  material  directly  or  indirectly  necessary  to  the 
defense  program ;  on  ultimate  military  items,  the  Director  of  Priorities  shall  be 
guided  by  categories  of  military  preferences,  including  the  modification  of  exist¬ 
ing  categories,  as  set  forth  from  time  to  time  by  the  Army  and  Navy  Munitions 
Board. 

<c)  To  issue  or  provide  for  the  issuance  of  all  preference  or  priority  certificates 
or  orders  to  contractors,  subcontractors,  and  others  supplying  material  directly 
or  indirectly  necessary  to  the  defense  program. 

( d )  To  utilize  and  supervise,  in  accordance  with  procedures  devised  with  the 
concurrence  of  the  Army  and  Navy  Munitions  Board,  the  services  of  the  con¬ 
tracting  and  procurement  officers  and  inspectors  of  the  War  and  Navy  Depart¬ 
ments.  in  connection  with  priorities  and  related  matters. 

(c)  To  validate  and  extend,  to  such  extent  as  he  may  define,  action  with  re¬ 
spect  to  priorities  and  related  matters  heretofore  taken  by  the  former  Adminis¬ 
trator  of  Priorities  and  Priorities  Board,  pursuant  to  authority  of  Executive 
Order  No.  8572,  dated  October  21,  1940,  and  amended  by  Executive  Order  No. 
8612,  dated  December  15,  1940,  and  revoked  by  Executive  Order  No.  8629,  dated 
January  7,  1941,  or  by  the  Director  of  Priorities  or  by  the  Army  and  Navy 
Munitions  Board  or  by  contracting  and  procurement  officers  and  inspectors  of 
the  War  and  Navy  Departments. 

(f)  To  issue,  modify,  and  amend,  with  the  advice  of  the  Priorities  Board  and 
with  the  approval  of  the  Director  General  acting  in  association  with  the  Asso¬ 
ciate  Director  General  of  the  Office  of  Production  Management,  such  rules  and 
regulations  as  may  to  the  Director  <>f  Priorities  seem  necessary  or  desirable  in 
the  execution  of  the  functions  of  the  Division  of  Priorities,  and  subject  to  all 
Executive  and  administrative  orders  of  the  President  and  all  regulations  of  the 
Office  of  Production  Management. 

<(/)  To  establish  preferences  with  respect  to  indirect  defense  material,  and 
domestic  and  foreign  material,  pursuant  to  such  agreement  and  cooperation  as 
may  be  necessary. 

(li)  To  make  allocations,  establish  procedures,  adopt  devices,  measures,  and 
plans,  and  generally  to  take  all  lawful  steps  necessary  or  appropriate  to  bring 
about  prompt  delivery  of  direct  and  indirect  defense  material,  and  other  domestic 
and  foreign  material  where  deemed  important  to  the  defense  program. 

4.  The  Director  of  Priorities  shall  exercise  the  authorities,  duties,  and  responsi¬ 
bilities  assigned  to  him  herein  subject  to  the  jurisdiction  and  control  of  the 
Director  General  acting  in  association  with  the  Associate  Director  General;  and 
he  shall  obtain  their  approval  of  the  creation  of  the  principal  administrative 
subdivisions  and  priority  groups  within  the  Division  of  Priorities. 

5.  The  Directors  of  Priorities  shall  formulate  plans,  and  shall  negotiate,  and 
with  the  approval  of  the  Director  General  acting  in  association  with  the  Associate 
Director  General  shall  establish  procedures  to  insure  the  effective  coordination 
of  activities  of  the  several  departments,  agencies,  and  offices  of  the  Government 
which  relate  to  priorities. 

6.  The  Director  of  Priorities  shall  have  authority  to  designate  an  assistant  or 
deputy  director  to  serve  as  acting  director  of  priorities  in  his  absence  or  inability 
to  act,  subject  to  the  approval  of  the  Director  General  acting  in  association  with 
the  Associate  Director  General. 

7.  The  Director  of  Priorities  shall  he  entitled,  in  cooperation  with  or  through 
the  Bureau  of  Research  and  Statistics,  to  obtain  from  the  Departments  of  War 
and  Navy,  information  necessary  or  appropriate  to  enable  him  to  exercise  his 
authorities,  duties,  and  responsibilities  hereunder. 

8.  The  Director  of  Priorities  shall  make  such  regular  and  special  reports  of  his 
actions  pursuant  to  this  regulation  as  may  be  required  by  the  Office  of  Production 
Management. 
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9.  The  Priorities  Board  shall  serve  as  an  advisory  body  to  the  Director  ofl 
Priorities  and  shall  render  advice  to  him  and  make  findings  and  recommendations  i 
whenever  he  deems  it  necessary  or  advisable  to  request  it  to  do  so.  The  Director 
of  Priorities  shall  consult  with  and  request  the  advice  of  the  Priorities  Board 
with  respect  to  all  proposals  for  action  under  section  9  of  the  Selective  Training 
and  Service  Act  of  1940  and  with  respect  to  any  proposed  mandatory  order 
covering  an  entire  industry. 

William  S.  Knudsen, 

Director  General. 

Sidney  Hillman, 

Associate  Director  General. 

Henry  L.  Stimson, 

Secretary  of  War. 

James  V.  Forrestal, 

Acting  Secretary  of  the  Navy. 

Approved : 

John  Lord  O’Brian, 

General  Counsel. 

Attest : 

Herbert  Emmerich.  Secretary. 

Approved :  |fl 

Franklin  D.  Roosevelt, 

The  White  House,  March  8,  1.91/1. 

Mr.  Henderson.  May  I  point  out  one  tiling  that  may  have  been 
missed  ? 

The  Chairman.  Certainly. 

Mr.  Henderson.  Judge  Patterson  spoke  of  the  difficulties  of  incor¬ 
porating,  by  statute,  a  reference  to  a  body  similar  to  the  Advisory 
Commission,  which  has  to  be  continued  to  pass  on  certain  items.  Now, 
that  could  be  done  in  the  excess-profits  bill,  could  have  been  done  last 
year,  because  there  is  a  statutory  status  for  the  Advisory  Commission 
to  the  Council  for  National  Defense,  but  in  the  amendment  that  was 
submitted  by  Congressman  Vinson  today,  he  was  going  to  make  the 
Priorities  Director  subject  to  O.  P.  M. 

I  would  like  to  call  attention  to  the  fact  that  O.  P.  M.  does  not  have 
a  statutory  status  at  all,  that  it  is  a  creature  of  an  Executive  order. 

The  Chairman.  Thank  you  very  much,  Mr.  Henderson. 

There  being  no  other  witnesses,  the  committee  will  now  go  into 
executive  session. 

We  want  to  take  this  opportunity  to  thank  all  you  gentlemen  for  . 
coming  up  here  and  giving  us  the  benefit  of  your  testimony.  ( 

(Whereupon,  at  12:30  p.  m.,  the  committee  retired  to  executive 
session.) 
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or 


following 


REPORT 

[To  accompany  H.  R.  4534] 


The  Committee  on  Military  Affairs,  to  whom  was  referred  the  bill 
(H.  R.  4534)  to  amend  the  act  approved  June  28,  1940,  entitled 
“An  act  to  expedite  the  national  defense,  and  for  other  purposes,” 
in  order  to  extend  the  power  to  establish  priorities  and  allocate  ma¬ 
terial,  having  considered  the  same,  report  favorably  thereon  and 
recommend  that  the  bill  do  pass. 

Outline  of  Priorities  System 

The  President  delegated  to  the  Office  of  Production  Management^ 
by  Executive  Order  No.  8629,  dated  January  7,  1941,  his  authority  tot 
stablish  priorities  under  section  2  (a)  of  Public,  671  (76th  Cong.,, 
d  sess.).  The  President,  in  the  Executive  order,  further  provided  for 
the  establishment  within  the  Office  of  Production  Management  of  a 
Division  of  Priorities,  in  charge  of  a  Director  of  Priorities,  and  there¬ 
after  E.  R.  Stettinius,  Jr.,  was  appointed  Director  of  Priorities  by  the 
Office  of  Production  Management,  with  the  approval  of  the  President. 

The  Office  of  Production  Management,  by  its  Regulation  No.  3, 
dated  March  7,  1941,  prescribed  the  duties  and  functions  of  the 
Director  of  Priorities  and  of  the  Priorities  Division  under  his  direction. 

Regulation  No.  3  of  the  Office  of  Production  Management,  which 
was  specifically  approved  by  the  President,  charges  the  Director  of 
Priorities  and  the  Priorities  Division  with  broad  responsibility  for  the 
establishment  of  a  priorities  system  to  bring  about  prompt  delivery  of 
defense  material  and  other  material  important  to  the  defense  program. 

The  Director  of  Priorities,  acting  under  the  foregoing  authority, 
has  been  administering  the  priorities  system  in  cooperation  with  the 
armed  services. 
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The  Army  and  Navy  Munitions  Board  (a  joint  body)  establishes  the 
order  of  importance  of  military  and  naval  needs  by  so-called  Directives. 
These  Directives  specify  the  schedule  of  ratings  to  be  applied  by  types 
of  contracts  for  military  and  naval  material. 

The  Army  and  Navy  Munitions  Board  also  specifies  a  Priorities 
Critical  List,  subject  to  the  approval  of  the  Director  of  Priorities, 
which  list  contains  some  200  items  to  which  the  ratings  may  be 
applied. 

The  Director  of  Priorities  issues  four  types  of  preference  rating 
certificates.  One  type  of  certificate  is  for  use  entirely  for  Army  and 


Na 


fiel 


Ty  contracts,  and  subcontracts  for  fulfillment  thereof,  and  are 
latory  in  form.  These  are  assigned  to  specific  contracts  bv  the 
officers  of  the  Aimy  and  Navy.  The  other  three  types  of 
certificates  are:  (1)  For  foreign  government  contracts,  (2)  for  con¬ 
tracts  of  other  United  States  Government  agencies,  and  (3)  for  civilian 
Tacts;  and  all  three  of  these  certificates  are  voluntary  in  form,  and 
in  most  instances  are  assigned  direct  by  the  Priorities  Division. 

Tfie  priorities  system  is  operated  under  the  direct  authority  of  the 
Priorities  Division;  its  entire  operation,  however,  is  in  close  collabora^ 
tiof  iwith  the  armed  services  and  their  field  officers. 

I  has  been  found  essential  to  establish  priorities  for  the  contracts 
of  fne  British  Empire  and  other  foreign  governments  whose  defense  is 
important  to  the  United  States,  and  to  contracts  of  other  Government 
agencies,  such  as  the  Maritime  Commission,  the  Coast  Guard,  and  the 
Panama  Canal,  which  are  likewise  vital  to  the  defense  program; 
and  further  to  some  civilian  contracts,  for  instance,  those  for  the 
expansion  of  the  production  of  essential  scarce  materials. 

Further,  where  the  shortage  of  scarce  materials  lias  become  acute, 
it  lias  been  found  necessary  to  deal  with  them  more  directly  than  can 
be  done  through  the  assignment  of  priority  ratings  to  contracts. 
Therefore,  where  acute  shortages  have  occurred  in  materials  such  as 
magnesium,  aluminum,  nickel,  zinc,  etc.,  general  orders  have  been 
issued  by  the  Director  of  Priorities,  directing  the  distribution  of  the 
supplies  of  these  materials;  first,  to  the  defense  program,  and,  second, 
to  those  civilian  needs  most  important  to  the  national  economy, 
subordinating  the  least  essential  needs  in  order  to  conserve  the 


The  Priorities  Division,  for  the  proper  operation  of  an  adequate 
system  of  priorities,  needs  clarification  and  extension  of  the  statutory  > 
authority  which  is  now  derived  solely  from  said  section  2  (a)  of  Public, M 


671,  for  the  reasons  hereinafter  specified. 


Need  for  Proposed  Legislation 


I  MANDATORY  AUTHORITY 


The  only  mandatory  power  for  the  establishment  of  priorities  is 
derived  from  the  following  clause  in  section  2  (a)  of  Public,  671, 
Seventy-sixth  Congress,  third  session,  which  the  director  of  priorities 
is  authorized  to  exercise: 


*  *  *  deliveries  of  material  under  all  orders  placed  pursuant  to  the  authority 

of  this  section  and  all  other  naval  contracts  or  orders  and  all  Army  contracts 
and  orders  shall,  in  the  discretion  of  the  President,  take  priority  over  all  deliveries 
for  private  account  or  for  export. 
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Under  this  clause,  mandatory  priorities  can  only  be  invoked !  for 
material  which  enters  into  Army  and  Navy  contracts. 

II.  NEED  FOR  MANDATORY  PRIORITIES  ON  OTHER  DEFENSE  CONTRACTS 


1 .  British  and  other  foreign  contracts. — British  and  other  foreign 
contracts  which  by  national  policy  have  been  included  as  necessary 
to  the  defense  program  of  the  United  States  are  clearly  not  covered  by 
section  2  (a)  above.  However,  unless  such  contracts  are  to  be  post¬ 
poned  in  all  cases  to  Army  and  Navy  contracts,  it  is  necessary  that 
they  be  given  priority  ratings  on  a  basis  of  equality  with  Army  and 
Navy  contracts.  In  the  case  of  important  military  and  naval  items, 
such  as  airplanes,  tanks,  guns,  etc.,  the  load  of  orders  for  the  United 
States  Army  and  Navy,  if  they  alone  have  priority  status,  would  vir¬ 
tually  eliminate  British  and  other  foreign  contracts  for  these  items; 
the  manufacturers  capable  of  producing  them  would  be  completely 
preempted  by  the  Army  and  Navy  contracts  as  a  result  of  preference 
ratings  granted  to  the  latter.  Hence,  in  order  to  comply  with  the 

.  national  policy  of  obtaining  military  and  naval  products  for.  the 
^British,  the  Priorities  Division  has  of  necessity  granted  preference 
'ratings  to  such  British  and  other  foreign  contracts  on  a  basis  of  equality 
with  the  Army  and  Navy  contracts  of  the  United  States.  However, 
in  so  doing,  they  have  not  been  able  to  issue  such  preference  ratings 
upon  a  mandatory  basis  but  merely  upon  a  voluntary  basis  of  consent 
and  cooperation. 

Subparagraph  (A)  of  the  bill  will  give  the  right  to  establish  manda¬ 
tory  priorities  with  respect  to  such  foreign  contracts. 

2.  Other  contracts — (a)  Government  departments  and  agencies. — 
Government  agencies  other  than  the  War  Department  or  Navy  De¬ 
partment  place  contracts  which  are  vital  to  the  defense  program;  for 
instance,  the  Coast  Guard,  Geodetic  Survey,  Maritime  Commission, 
Panama  Canal,  etc.  To  prevent  such  contracts  from  being  postponed 
to  the  entire  military  and  naval  program,  the  Priorities  Division  has 
of  necessity  issued  preference  ratings  to  the  contracts  of  these  agencies 
for  ships  and  other  equipment;  again  it  has  not  been  possible  to  issue 
such  preference  ratings  on  a  mandatory  basis  but  merely  on  the  basis 
of  voluntary  cooperation. 

( b )  To  expand  facilities,  etc. — Further,  it  is  essential  to  the  defense 
program  in  many  instances  to  grant  preference  ratings  to  contracts 

I  \  which  are  in  no  sense  military  or  naval  or  even  Government,  but  which 
^are  nevertheless  of  prime  importance  to  the  defense  program;  for  ex¬ 
ample,  to  obtain  equipment  for  an  expansion  of  the  production 
facilities  for  materials  in  which  there  is  a  shortage;  viz,  aluminum, 
magnesium,  tin,  rubber,  etc.;  or  for  additional  power-producing 
facilities.  Here  again  the  Priorities  Division  has  of  necessity  issued 
preference  ratings  in  order  that  such  important  items  in  the  defense 
program  should  not  be  postponed  to  the  entire  military  and  naval 
program;  and  such  preference  ratings  have  had  to  be  on  a  voluntary 
basis. 

(c)  Vital  civilian  projects. — Further,  it  may  often  be  necessary  to 
grant  priority  to  a  civilian  need  which  is  not  directly  connected  with 
defense  in  any  sense,  and  yet  is  essential  to  promote  the  defense 
program;  for  instance,  the  mechanical  facilities  for  the  water  system 
in  one  of  our  large  cities  are  notoriously  old  and  in  need  of  renewal. 
This  city  is  a  very  important  defense  center.  If  by  chance  a  serious 
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break-down  should  occur  in  these  facilities  it  would  be  vital  to  obtain 
new  machinery  quickly;  the  present  overloaded  condition  of  the 
industries  producing  such  equipment  would  necessitate  the  grantingof 
high  priority  ratings  to  the  orders  for  such  machinery;  if  this  were  not 
dom ,  the  delay  in  obtaining  it  as  a  result  of  other  defense  priorities 
certificates  already  outstanding  might  be  disastrous.  Here,  although 
the  direct  defense  is  not  involved,  the  granting  of  preference  certificates 
may  become  essential.  This  is  only  one  instance  of  this  type  of  need 
which  may  arise;  it  is  impossible  to  predict  or  define  the  types  of 
equally  important  situations  that  may  occur,  not  directly  related  to 
defense. 

It  is  apparent  that  reliance  upon  preference  ratings  for  the  foregoing 
four  categories  on  a  basis  of  voluntary  cooperation  lias  serious  dangers. 

At  any  time  a  manufacturer  can  refuse  to  honor  such  preference- 
rating  certificates  and  prevent  the  fulfillment  of  contracts  which  are 
in  some  instances,  as  important  to  defense  as  the  most  important  Army 
and  Navy  contracts.  Further,  this  need  happen,  in  all  probability, 
only  once  to  bring  about  widespread  disregard  of  such  voluntary  cer¬ 
tificates. 

There  is  another  serious  disadvantage  in  these  voluntary  preferf"1' 
ences:  The  manufacturer  who  recognizes  them  and  gives  priority  tm 
deliveries  under  them,  runs  the  risk  of  damage  suits  by  any  and  all 
private  customers  if  the  deliveries  to  such  private  customers  under 
contracts  and  orders  already  placed  are  postponed  by  the  recognition 
of  such  voluntary  preference  ratings.  To  suggest  that  the  manu¬ 
facturer  can  protect  himself  by  obtaining  the  consent  of  each  private 
customer  is  an  inadequate  answer,  since  such  private  customers  may, 
within  their  rights,  refuse  to  grant  such  consent.  Further,  when 
preference  ratings  are  issued  on  any  large  scale,  as  of  necessity  they 
must  be  for  British  orders  and  in  some  instances  for  other  Government 
agencies  and  civilian  orders,  it  is  difficult,  if  not  impossible,  for  the 
manufacturer  in  all  cases  to  obtain  such  consent  without  serious 
delay. 

Thus,  the  issuance  of  such  voluntary  preference  ratings  places 
an  unfair  burden  upon  the  manufacturer  who  is  expected  to  recognize 
them.  Each  manufacturer  may  be  putting  his  head  in  a  noose  which 
many  not  draw  tight  until  6  years  hence  when  sued  for  damages  at  the 
expiration  of  the  period  of  the  statute  of  limitations. 

Subparagraph  (B)  of  the  bill  will  give  authority  to  establish  manda¬ 
tory  priorities  with  respect  to  these  other  contracts  important  to  thef 
defense  program. 

III.  SUBCONTRACTS 


The  above-quoted  provision  of  section  2  (a)  of  Public,  671,  has  been 
interpreted  to  cover,  not  only  the  end  products  which  are  ordered 
directly  by  the  services,  but  also  the  material  wrhich  enters  into  those 
products  through  subcontracts.  Such  interpretation  needs  statutory 
clarification. 

Further,  such  right  to  grant  priority  to  subcontracts  should  apply 
not  only  to  Army  and  Navy  contracts  but  to  all  important  defense 
contracts  which  the  bill  wrill  bring  under  the  mandatory  authority. 

Subparagraph  (C)  of  the  bill  will  accomplish  this  purpose. 
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IV.  LIMITATION  UPON  THE  SUBORDINATION  OF  OTHER  CONTRACTS 

Section  2  (a)  permits  contracts  of  the  Army  or  Navy  to  be  placed 
ahead  of  contracts  for  private  account  or  for  export,  but  not  ahead  of 
those  of  other  Government  agencies.  It  is  essential  for  the  proper 
operation  of  a  priorities  system  that  this  limitation  be  removed  by 
statutory  enactment. 

The  bill  covers  this  point  by  the  sentence  on  page  2  thereof,  which 
reads  (lines  14  to  16,  inclusive): 

Deliveries  under  any  contract  or  order  specified  in  this  section  may  be  assigned 
priority  over  deliveries  under  any  other  contract  or  order. 


V.  SHORTAGES  OF  MATERIALS - INTERPRETATION  OF  SECTION  2  (A) - 

ALLOCATIONS 

Upon  the  understanding  that  Congress  intended  by  section  2  (a) 
to  get  priority  for  the  needs  of  the  defense  program,  a  broad  interpre¬ 
tation  has  been  given  to  the  section.  Acting  upon  this  interpretation 
and  in  order  to  meet  the  necessities,  the  Director  of  Priorities  has 
exercised  industry-wide  priorities  control  over  the  supply  of  those 
materials  and  products  where  acute  shortages  have  occurred,  directing 
their  use  first  for  defense  needs  and  directing  the  distribution  of  any 
balances  according  to  broad  schedules  of  civilian  needs  in  order  of 
importance.  This  interpretation  of  the  section  should  have  statutory 
confirmation.  — " — - - 

Serious  shortages  of  essential  defense  materials  and  products  will 
continue  to  result  from  the  impact  of  the  defense  program.  It  is 
essential  where  these  impend  that  the  supply  be  protected  in  advance 
for  defense  needs.  Steps  must  be  taken  to  conserve  the  supply 
before  the  shortages  become  acute.  This  requires  authority  to  allo¬ 
cate  the  supply  so  as  to  fill  the  defense  requirements  and  the  most 
essential  civilian  needs,  and  eliminate  the  unnecessary  uses,  in  order 
to  prevent  an  acute  shortage. 

Confirmation  of  the  right  to  deal  with  acute  shortages,  and  further 
to  conserve  the  supply  to  prevent  acute  shortages,  will  be  covered  by 
the  sentence  in  the  bill  which  reads  (p.  2,  lines  16  to  22,  inclusive): 

Whenever  the  President  is  satisfied  that  the  fulfillment  of  requirements  for  the 
defense  of  the  United  States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President  may  allocate  such 
material  in  such  manner  and  to  such  extent  as  he  shall  deem  necessary  or  appro¬ 
priate  in  the  public  interest  and  to  promote  the  national  defense. 

VI.  INFORMATION 

In  order  to  establish  and  operate  an  intelligent  priorities  system 
upon  the  scale  which  the  present  defense  program  necessitates,  we 
must  have  full  information  regarding  the  supplies  and  requirements 
of  materials,  productive  capacities,  inventories,  and  uses.  This 
information  must  be  obtained  from  industry.  There  is  at  present  no 
statutory  authority  to  require  such  information,  and  such  authority 
should  be  provided. 

Provision  is  made  in  the  bill  for  obtaining  such  information  by  the 
sentence  which  reads  (p.  2,  lines  22  to  25,  inclusive,  and  p.  3,  lines  1 
and  2): 

The  President  shall  be  entitled  to  obtain  such  information  from,  require  such 
reports  by,  and  make  such  inspection  of  the  premises  of,  any  person,  firm,  or 
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corporation  as  may  be  necessary  or  appropriate,  in  his  discretion,  to  the  enforce¬ 
ment  or  administration  of  the  provisions  of  this  section. 


VII.  LIABILITY  FOR  COMPLIANCE  WITH  PRIORITY  RATINGS 

Orders  placed  by  the  armed  services  are  in  most  instances  not 
compulsory  but  the  manufacturer  who  accepts  these  orders  knows 
that  a  preference  rating  will  usually  be  assigned  to  such  orders  the 
moment  he  accepts  them.  He  therefore  knows  in  accepting  such 
orders  that  he  will  in  many  instances  be  required  to  postpone  or 
eliminate  deliveries  under  other  orders  from  civilian  customers  which 
are  already  on  his  books. 

If  such  manufacturer  is  sued  for  damages  by  one  of  such  other 
customers  for  default  under  such  customer’s  contract,  there  is  some 
legal  doubt  whether  the  manufacturer  can  plead  impossibility  of  per¬ 
formance  since  he  has  accepted  the  military  order  with  knowledge 
that  it  will  require  such  default.  It  is  important  to  give  clear  statutory 
protection  to  all  manufacturers  who  comply  with  priority  orders. 

Such  statutory  protection  will  be  granted  by  the  bill  by  the  following 
sentence  (p.  3,  lines  2  to  6,  inclusive): 

No  person,  firm,  or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result  directly  or  indirectly 
from  his  compliance  with  any  rule,  regulation,  or  order  issued  under  this  section. 


SUMMARY  OF  PURPOSES  OF  THE  BILL 


Therefore,  it  appears  necessary  to  enact  an  amendment  to  said 
section  2  (a)  to  clarify  and  amplify  the  priorities  authority  to  take 
care  of  the  necessities  as  indicated  in  the  foregoing  report.  The  lan¬ 
guage  of  such  amendment  should  adhere  to  that  used  in  section  2  (a). 

The  purpose  of  such  amendment  is  sixfold: 

1.  To  permit  the  assignment  of  mandatory  priorities  to  contracts 
or  orders  of  any  foreign  government  which  the  President  brings  within 
the  terms  of  the  lease-lend  bill. 

2.  To  permit  the  assignment  of  mandatory  priorities  to  any  con¬ 
tract  or  order  of  a  Government  agency  other  than  the  Army  or  Navy 
or  of  private  industry  which  is  of  vital  importance  to  the  defense 
program. 

3.  To  make  clear  that  mandatory  priorities  may  be  extended  to 
subcontracts  and  suborders  for  parts,  supplies,  and  materials  which 
enter  directly  or  indirectly  into  the  fulfillment  of  the  prime  contracts 
which  are  subject  to  mandatory  priorities. 

4.  To  permit  control  of  the  distribution  of  those  products  and 
materials  in  which  shortages  appear  by  reason  of  the  impact  of  the 
defense  program  and  to  permit  the  allocation  of  such  products  and 
materials  to  defense  and  to  the  most  important  civilian  needs  in 
preference  to  less  important  uses. 

5.  To  permit  adequate  information  to  be  obtained  to  operate  the 
priorities  system. 

6.  To  protect  persons  complying  with  priority  orders  against 
liability  for  damages. 

This  bill  has  the  unanimous  recommendation  of  the  committee. 

The  following  letter  from  Messrs.  William  S.  Knuclsen  and  Sidney 
Hillman,  respectively  Director  General  and  Associate  Director  Gen¬ 
eral  of  the  Office  of  Production  Management,  to  the  chairman  of 
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the  Committee  on  Naval  Affairs  of  the  House  of  Representatives, 
recommending  this  legislation,  and  advising  of  the  approval  of  the 
Secretary  of  War  and  the  Secretary  of  the  Navy  thereof,  was  referred 
to  this  committee  for  consideration  and  should  be  made  a  part  of 
this  report: 

April  23,  1941. 

The  Honorable  Carl  Vinson, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Mr.  Vinson:  On  behalf  of  the  Office  of  Production  Management,  there  is 
enclosed  herewith  the  draft  of  a  statutory  provision  to  clarify  and  amplify  the 
priorities  power  under  the  clause  in  section  2  (a)  of  Public,  671,  Seventy-sixth 
Congress,  third  session,  together  with  a  memorandum  describing  the  need  for  such 
additional  legislation. 

We  understand  that  you  introduced  the  original  bill  which  was  enacted  as 
Public,  671,  containing  said  section  2  (a).  Therefore,  after  consultation  with 
Mr.  William  W.  Dulles,  Special  Assistant  to  the  Secretary  of  the  Navy,  wre  felt  it 
Appropriate  to  submit  the  enclosed  statutory  provision  to  you. 

The  sole  priorities  power  at  present  derives  from  said  section  2  (a),  except  for 
special  priorities  powers  vested  in  particular  agencies  over  the  industries  which 
fall  within  their  jurisdiction,  such  as  the  Maritime  Commission,  Power  Com¬ 
mission,  and  Interstate  Commerce  Commission. 

As  indicated  by  the  attached  memorandum,  the  priorities  power  authorized 
by  said  section  2  (a)  needs  amplification  and  clarification  to  permit  the  estab¬ 
lishment  of  an  adequate  priorities  system,  and  the  necessary  control  of  materials 
in  which  shortages  occur  as  a  result  of  the  impact  of  the  defense  program  upon 
our  national  economy. 

The  attached  memorandum  describes  the  particular  points  which  need  ampli¬ 
fication  and  clarification,  citing  examples  of  the  essential  need  therefor. 

Without  such  amplification  and  clarification  of  said  section  2  (a),  the  Priorities 
Division  of  the  Office  of  Production  Management  cannot  adequately  deal  with 
the  needs  of  national  defense. 

The  proposed  statutory  provision  has  not  been  drafted  in  the  form  of  a  separate 
bill,  in  the  belief  that  it  can  be  appropriately  added  as  an  additional  provision  to 
a  naval  or  military  bill.  However,  it  can,  without  difficulty,  be  converted  into  a 
separate  bill  if  that  appears  more  appropriate. 

The  suggested  amendment  will  not  result  in  any  direct  expenditure  of  funds, 
and  no  special  appropriation  will  be  required  to  make  it  effective. 

In  view  of  the  serious  need  for  this  legislation  and  the  necessity  for  speed  in 
the  defense  program,  the  Office  of  Production  Management  urgently  recommends 
expeditious  action. 

Very  truly  yours, 


William  S.  Knudsen, 

Director  General. 
Sidney  Hillman, 

Associate  Director  General. 
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IN  TIIE  SENATE  OF  THE  UNITED  STATES 


May  9  (legislative  day,  May  8),  1941 
Read  twice  and  referred  to  the  Committee  on  Military  Affairs 

May  15  (legislative  day,  May  8),  1941 
Reported  by  Mr.  Hill,  with  amendments 

[Omit  tbe  part  struck  through  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act 
to  expedite  the  national  defense,  and  for  other  purposes”, 
in  order  to  extend  the  power  to  establish  priorities  and  allo¬ 
cate  material. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  2  of  the  Act  approved  June  28,  1940  (Public, 

4  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is 

5  amended  by  inserting  “(1)"  after  “Sec.  2.  (a)’’  and  by 

6  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

7  “(2)  Deliveries  of  material  to  which  priority  may  lie 

8  assigned  pursuant  to  paragraph  ( 1 )  shall  include,  in  addition 
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to  deliveries  of  material  under  contracts  or  orders  of  the  Army 
or  Navy,  deliveries  of  material  under — 

“  (A )  contracts  or  orders  for  the  Government  of  any 
country  whose  defense  the  President  deems  vital  to  the 
defense  of  the  United  States  under  the  terms  of  the  Act 
of  March  11,  1941,  entitled  ‘An  Act  to  promote  the 
defense  of  the  United  States’; 

“(B)  contracts  or  orders  which  the  President  shall 
deem  necessary  or  appropriate  to  promote  the  defense  of 
the  United  States;  and 

“(C)  subcontracts  or  suborders  which  the  President 
shall  deem  necessary  or  appropriate  to  the  fulfillment  of 
any  contract  or  order  as  specified  in  this  section. 
Deliveries  under  any  contract  or  order  specified  in  this  sec¬ 
tion  may  be  assigned  priority  over  deliveries  under  any  other 
contract  or  order.  Whenever  the  President  is  satisfied  that 
the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President 
may  allocate  such  material  in  such  manner  and  to  such 
extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President 
shall  be  entitled  to  obtain  such  information  from,  require 
such  reports  by,  and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may  be  necessary  or 
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appropriate,  in  his  discretion,  to  the  enforcement  or  admin¬ 
istration  of  the  provisions  of  this  section.  No  person,  firm, 
or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result 
directly  or  indirectly  from  his  compliance  with  any  rule, 
regulation,  or  order  issued  under  this  section.  The  President 
may  exercise  any  power,  authority,  or  discretion  conferred 
on  him  1)y  this  section,  through  , such  department,  agency, 
or  officer  of  the  Government  as  he  may  direct  and  in  con¬ 
formity  with  any  rules  and  regulations  which  he  may 
prescribe.' ' 

“  (3)  44+0  1 -retd dent  may  exorcise  any  power,  author 
ity?  or  discretion  conferred  on  him  by  tine  section  through 
a  Director  of  Priorities  -(in  this  paragraph  called  the  'Direc 
tor’) ,  whom  he  is  authorized  to  appoint  by  and  with  the 
adv-ice  and  consent  of  the  Senate.  44m  Director  shall  receive 
at  the  rate  of  $1 2, -000  per  annum,  and  is 
to  appoint  and  fix  the  compensation  of  such 
officers  and  employees  as  may  be  necessary  to  carry  eat 
his  powers  under  this  sectiom  44m  Director  shall  exercise 
his  powers  under  paragraphs  -(4-)-  and  -f2-)-  of  this  section 
with  the  assistance  of  industry  committees,  which  he  is 
hereby  directed  to  establish  and  utilize*,  and  upon  the  basis 
erf  infeermation  furnished  to  him  bv  such  industry  committees 


and  upon  llio  1  JlltS is  such  other  information  as  he  electees 
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1  pertinent.  Such  powers  shall  he  exercised  hy  the  Director 

2  only  titter  prior  approval  ot  such  exercise  hy  the  Joint  Army 

3  and  Navy  Munitions  Board.” 

Passed  the  House  of  Representatives  May  8,  1941. 

Attest:  SOUTH  TRIMBLE, 

Clerk . 
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IN  THE  HOUSE  OF  REPRESENTATIVES 


May  16, 1941 

Ordered  to  be  printed  with  the  amendments  of  the  Senate  numbered 


AN  ACT 

To  amend  the  Act  approved  June  28,  1940,  entitled  “An  Act 
to  expedite  the  national  defense,  and  for  other  purposes”, 
in  order  to  extend  the  power  to  establish  priorities  and  allo¬ 
cate  material. 

]  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  2  of  the  Act  approved  June  28,  1940  (Public, 

4  Numbered  671,  Seventy-sixth  Congress),  as  amended,  is 

5  amended  by  inserting  “(1)”  after  “Sec.  2.  (a)”  and  by 

6  adding  at  the  end  of  subsection  (a)  thereof  the  following: 

7  “(2)  Deliveries  of  material  to  which  priority  may  he 

8  assigned  pursuant  to  paragraph  ( 1 )  shall  include,  in  addition 

9  to  deliveries  of  material  under  contracts  or  orders  of  the  Army 

10  or  Navy,  deliveries  of  material  under — 
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“  (A)  contracts  or  orders  for  the  Government  of  any 
country  whose  defense  the  President  deems  vital  to  the 
defense  of  the  United  States  under  the  terms  of  the  Act 
of  March  11,  1941,  entitled  ‘An  Act  to  promote  the 
defense  of  the  United  States’; 

“(B)  contracts  or  orders  which  the  President  shall 
deem  necessary  or  appropriate  to  promote  the  defense  of 
the  United  States;  and 

“(C)  subcontracts  or  suborders  which  the  President 
shall  deem  necessary  or  appropriate  to  the  fulfillment  of 
any  contract  or  order  as  specified  in  this  section. 
Deliveries  under  any  contract  or  order  specified  in  this  sec¬ 
tion  may  be  assigned  priority  over  deliveries  under  any  other 
contract  or  order.  Whenever  the  President  is  satisfied  that 
the  fulfillment  of  requirements  for  the  defense  of  the  United 
States  will  result  in  a  shortage  in  the  supply  of  any  material 
for  defense  or  for  private  account  or  for  export,  the  President 
may  allocate  such  material  in  such  manner  and  to  such 
extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President 
shall  be  entitled  to  obtain  such  information  from,  require 
such  reports  by,  and  make  such  inspection  of  the  premises 
of,  any  person,  firm,  or  corporation  as  may  be  necessary  or 
appropriate,  in  his  discretion,  to  the  enforcement  or  admin¬ 
istration  of  the  provisions  of  this  section.  No  person,  firm, 
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or  corporation  shall  be  held  liable  for  damages  or  penalties 
for  any  default  under  any  contract  or  order  which  shall  result 
directly  or  indirectly  from  his  compliance  with  any  rule, 
regulation,  or  order  issued  under  this  section  (1).'  Provided , 
That  no  such  inspection  shall  be  made  of  any  private  dwelling , 
occupied  as  such,  without  a  warrant  directing  the  search 
issued  in  accordance  with  the  requirements  of  title  XI,  cli.  30, 
of  the  Act  of  June  15,  1917  (Espionage  Act).  (jT)The 
President  may  exercise  any  power,  authority,  or  discretion 
conferred  on  him  by  this  section,  through  such  department , 
agency,  or  officer  of  the  Government  as  he  may  direct  and 
in  conformity  with  any  rides  and  regulations  which  he  may 
prescribe 

(  i)  (-3-)-  dbe  President  may  exorcise  any  power?  au¬ 
thority?  or  discretion  conferred  on  him  by  this  section  throng]  i 
a  Director  of  Priorities  -(in  this  paragraph  ended  the  ‘Dirco 
tor’ )  y  whom  he  is  authorized  to  appoint  by  and  with  the 
advice  and  consent  of  the  Senate,  ffibe  Director  shah  receive 
compensation  at  the  rate  of  S  12?(-M9(4  per  annum?  and  is 
authorized  to  appoint  and  fe  the  compensation  of  saeh 
officers  and  employees  as  may  he  necessary  to  carry  out 
his  powers  under  this  section,  ffibe  Director  shall  exercise 
his  powers  under  paragraphs  -fhf  and  -fttf  of  this  section 
with  the  assistance  of  industry  committees,  which  he  is 


hereljy  directed  to 


and  utilizer  and  upon  the  basis 


4 


1  of  information  furnished  to  hhn  by  snoh  industry  committees 

2  end  upon  the  basis  ef  sneh  ether  information  as  he  deems 

3  yertinentv  Kueh  powers  shah  be  esereised  by  the  Director 

4  only  after  prior  approval  of  sneh  exercise  by  the  Joint  -Army 

5  and  Navy  Monitions  Board.” 

Passed  the  House  of  Representatives  May  .8,  1941. 

Attest:  SOUTH  TRIMBLE, 

Clerk. 

Passed  the  Senate  with  amendments  May  16,  1941. 

Attest :  EDWIN  A.  HALSEY, 

Secretary. 
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The  Chief  Clerk  read  as  follows: 

£ ered ,  That  the  Senator  from  Washing¬ 
ton  f^lr.  Bone]  be  excused  from  further 
service  'qn  the  Committee  on  Immigration; 
that  the  Senator  from  Montana  [Mr.  Mur¬ 
ray]  and  the  Senator  from  Utah  [Mr.  Mur¬ 
dock]  be  excused  from  further  service  on  the 
Committee  on  Post  Offices  and  Post  Roads; 
that  the  Senator  from  Louisiana  [Mr.  Ellen- 
ter]  be  excused  from  further  service  on  the 
Committee  on  Interoceanic  Canals;  that  the 
Senator  from  North  Carolina  [Mr.  Reynolds] 
be  excused  from  further  service  as  chairman 
of  the  Committee  on  the  District  of  Colum¬ 
bia.  and  that  he  be  assigned  to  service  as 
chairman  of  the  Committee  on  Military  Af¬ 
fairs;  that  the  Senator  from  Nevada  [Mr. 
McCarran]  be  assigned  to  service  as  chair¬ 
man  of  the  Committee  on  the  District  of 
Columbia;  that  the  Senator  from  Utah  [Mr. 
Murdock]  be  assigned  to  service  on  the  ' 
mittee  on  Banking  and  Currency;  that' 
Senator  from  Montana  [Mr.  Murray]  be 
signed  to  service  on  the  Committee  on 
tary  Affairs;  that  the  Senator  from  Louisiana 
[Mr.  Ellender]  be  assigned  to  service  on  the 
Committee  on  Territories  and  Insular  Af¬ 
fairs;  that  the  Senator  from  Arkansas  [Mr. 
Spencer]  be  assigned  to  service  on  the  Com¬ 
mittees  on  Claims,  Immigration,  Post  Offices 
and  Post  Roads,  and  Rules;  and  that  the 
Senator  from  West  Virginia  [Mr.  Rosier]  be 
assigned  to  service  on  the  Committees  on 
Education  and  Labor,  Civil  Service,  Claims, 
and  Pensions. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  order  will  be  entered. 
LONGEVITY  PAY  OF  POSTAL  EMPLOY¬ 
EES— ADDRESS  BY  JOHN  J.  BARRETT 

[Mr.  McCARRAN  asked  and  obtained  leave 
to  have  printed  in  the  Record  a  radio  address 
delivered  on  May  2.  1941.  by  Mr.  John  J. 
Barrett,  president  of  the  United  National 
Association  of  Post  Office  Clerks,  on  the  sub¬ 
ject  of  longevity  pay  for  postal  employees, 
which  appears  in  the  Appendix.] 

The  VICE  PRESIDENT.  Morning  busi¬ 
ness  is  closed. 

APPROPRIATION  FOR  ANTITRUST  DIVI¬ 
SION,  DEPARTMENT  OF  JUSTICE 

Mr.  O’MAHONEY.  Mr.  President,  the 
Senator  from  Nevada  [Mr.  McCarran] 
has  just  filed,  on  behalf  of  the  Committee 
on  Appropriations,  the  report  of  the  com¬ 
mittee  on  the  appropriation  bill  for  the 
State,  Justice,  and  Commerce  Depart¬ 
ments.  This  appropriation  bill,  as  pro¬ 
posed  to  be  amended,  reduces  by  $750,000 
the  appropriation  of  the  Antitrust  Divi¬ 
sion  of  the  Department  of  Justice. 

The  House  of  Representatives,  after 
having  held  extensive  hearings,  granted 
this  additional  appropriation  of  $750,000. 
It  is  a  matter  of  very  great  importance  on 
numerous  grounds  which  I  shall  not  take 
the  time  of  the  Senate  to  mention  at  this 
moment,  except  to  say  that  the  American 
Farm  Bureau  Federation  has  urged  this 
increased  appropriation  in  order  that  the 
Department  of  Justice  may  proceed  with 
its  plans  for  an  investigation  of  the  re¬ 
strictive  practice?  whereby  processors 
have  increased  the  spread  between  the 
price  the  farmer  gets  for  his  products 
upon  the  farm  and  the  price  the  con¬ 
sumer  pays/for  them.  The  Department 
of  Justice/tvas  also  planning,  through  the 
Antitrust  Division,  to  initiate  a  special 
investigation  of  devices  and  conspiracies 
in  restraint  of  trade  whereby  small  busi¬ 
ness  has  been  victimized. 

The  record  of  the  Department  of  Jus- 
ice  during  the  past  couple  of  years  under 


Assistant  Attorney  General  Arnold  has 
demonstrated  a  perfectly  amazing  story 
of  the  division  of  world  trade,  whereby 
commerce  in  many  items  in  which  this 
country  is  vitally  interested  for  defense 
has  been  turned  over  to  Germany.  Our 
industrial  leaders  have  permitted  Ger¬ 
many  to  take  the  lead  away  from  us. 
They  have  blindly  turned  the  whole  South 
American  market  over  to  Germany  in 
order  to  exploit  our  own  people. 

I  shall  go  into  all  these  matters  at 
length  when  the  measure  comes  before 
the  Senate.  In  the  meantime,  I  ask  unan¬ 
imous  consent  that  there  may  be  printed 
in  the  Record  at  this  point  a  table  show¬ 
ing  the  spread  on  certain  agricultural 
commodities,  which,  in  my  opinion,  de¬ 
mands  investigation. 

This  table,  which  was  prepared  by  the 
research  assistants  of  the  American  Farm 
Bureau  Federation,  shows  that  the  farm¬ 


er  is  receiving  from  12  to  60  percent  less 
than  the  retail  value  of  the  agricultural 
products  which  he  grows.  For  example, 
peas  and  tomatoes  net  the  farmers  only 
12  and  14  percent,  respectively,  of  what 
the  consumer  has  to  pay,  while  the  pro¬ 
ducer  of  sheep  receives  only  60  percent  of 
the  retail  value.  Pork  products  yield  the 
farmer  only  57  percent  of  the  retail 
price. 

The  whole  story  shows  that  the  farm¬ 
er’s  share  of  the  consumer’s  dollar  is 
steadily  decreasing.  I  feel  that  the  work 
which  the  Antitrust  Division  plans  to 
undertake  should  not  be  interrupted,  and 
that,  if  carried  op;  it  will  be  productive  of 
most  valuable  results  to  the  agricultural 
section  of  our  population. 

The  VICE'  PRESIDENT.  Without  ob¬ 
jection,  tpe  table  will  be  printed  in  the 
Record. 

The  table  is  as  follows: 


/ 


Table  A. — Farm-to-retail  price  sp  reads  for  food  products  in  1939 


Whole  wheat 
Soda  crackers 
Flour,  white 
Corn  meal 
Rolled  oats 
Corn  flakes 

Wheat  cereal . 

Rice 

Macaroni. 


Hominy  grits 

Apples _ 

Oranges 
Lemons  1 
Beans,  gre 
Cabbaged 
Carrots, 

Celery'. 

Lettuce. 

Onions 
Potatoes: 

/  White 
■  Sweet 
Spinach 

Peaches,  canned _ 

Pears,  canned  1 _ 

Asparagus,  canned  1 _ 

Pork  and  beans,  canned  1 

Green  beans,  canned . 

Corn,  canned 
Peas,  canned 
Tomatoes,  canned 

Prunes _ 

Raisins  1 _ 

Navy  beans _ 

Beet  sugar . 

Cane  sugar _ 

Peanut  butter _ 


-do. 

545  bushel. 

Ms  bushel. 

1.87  pounds  clingstone... 
2.06  pounds  Bartletts.. 

2.19  pounds . . 

0.35  pound  dry  beans _ 

0.88  pound _ _ 

3.2  pounds  sweet  corn. 
0.877  pound- 

2.3  pounds- 
1  pound. 

1.08  pounds  . 

1  pound  dry  beans. 

6.9  pounds  sugar  beets. 
12.7poundssugarcane...  . 
1.73  pounds  peanuts. 


Farm 

value 

Retail 

value 

Actual  | 
margin 

Farm 
value 
as  a  per¬ 
centage 
of  retail 
value 

Cents 

Cents 

Cents 

Percent 

12. 1 

21.4 

9.3 

57 

16.2 

26.8 

10.6 

60 

131.0 

312.0 

181.0 

42 

14.9 

30.1 

15.2 

50 

18.4 

32.6 

14.2 

56 

1.0 

7.8 

6.8 

13 

.9 

8.6 

7.7 

10 

1.0 

9.1 

8.1 

11 

1.1 

15.3 

14.2 

7 

1.5 

3.8 

2.3 

39 

2.0 

5. 1 

3.1 

39 

1.6 

7.1 

5.5 

23 

1.  1 

7.1 

6.0 

15 

2.2 

24.1 

21.9 

9 

2.3 

7.7 

5.4 

30 

1.6 

14.3 

12.7 

11 

2.4 

8.4 

6.0 

29 

1.7 

5.0 

3.3 

34 

6.2 

27.9 

21.7 

22 

7.2 

24.5 

17.3 

30 

3.0 

10.6 

7.6 

28 

.8 

3.6 

2.8 

22 

1. 1 

5.4 

4.3 

20 

2.0 

8.3 

6.3 

24 

2.9 

8.3 

5.4 

35 

.8 

3.8 

3.0 

21 

\  1.2 

2.5 

1.3 

48 

>L4 

4.2 

2.8 

33 

6.7 

4.8 

28 

lA 

16.8 

14.9 

8 

2.2 

S,  20.4 

18.2 

H 

7.9 

V7.8 

19.9 

28 

.  7 

N_2 

6.5 

10 

1.9 

10>i 

8.2 

19 

1.5 

10. 

9.3 

12 

2.2 

13.8 

11.8 

14 

1.4 

8.6 

7.2 

16 

2.8 

9.1 

5.7 

37 

2.5 

9.4 

6.9. 

27 

2.9 

6.2 

3.3 

47 

1.8 

5.8 

4.0 

31 

1.7 

5.4 

3.7 

V  31 

5.9 

18.0 

12.1 

33 

'8-month  average  (January- August).  The  Bureau  of  Labor  Statistics  has  discontinued  collection  of  the  retail'-, 
prices  of  this  item. 

Source:  Division  ol  Marketing  Research,  Bureau  of  Agricultural  Economics. 


EXTENSION  OF  POWER  TO  ESTABLISH 

PRIORITIES  AND  ALLOCATE  MATE¬ 
RIAL 

Mr.  HILL.  Mr.  President,  I  move  that 
the  Senate  proceed  to  the  consideration 
of  House  bill  4534,  the  so-called  priorities 
bill. 

Mr.  McNARY.  Mr.  President,  I  under¬ 
stand  the  motion  is  to  make  the  so-called 
priorities  bill  the  unfinished  business. 

Mr.  HILL.  That  is  correct. 


The  VICE  PRESIDENT.  The  question 
is  on  the  motion  of  the  Senator  from  Ala¬ 
bama. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill 
(H.  R.  4534)  to  amend  the  act  approved 
June  28, 1940,  entitled  “An  act  to  expedite 
the  national  defense,  and  for  other  pur¬ 
poses,”  in  order  to  extend  the  power  to 
establish  priorities  and  allocate  material, 
which  had  been  reported  from  the 
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Committee  on  Military  Affairs  with 
amendments. 

Mr.  HILL.  I  suggest  the  absence  of  a 
quorum. 

The  VICE  PRESIDENT.  The  clerk 
will  call  the  roll. 

The  Chief  Clerk  called  the  roll,  and  the 


following 

names: 

Senators  answered  to  their 

Adams 

Ellender 

Norris 

Aiken 

George 

O’Mahoney 

Andrews 

Gerry 

Overton 

Austin 

Gillette 

Pepper 

Bailey 

Glass 

Radcliffe 

Ball 

Guffey 

Reynolds 

Bankhead 

Gurney 

Rosier 

Barbour 

Hatch 

Russell 

Barkley 

Hayden 

Schwartz 

Bilbo 

Herring 

Shipstead 

Bone 

Hill 

Smathers 

Brewster 

Holman 

Smith 

Bridges 

Hughes 

Spencer 

Brown 

Johnson,  Calif. 

Stewart 

Bulow 

Johnson,  Colo. 

Taft 

Bunker 

La  Follette 

Thomas,  Okla. 

Burton 

Langer 

Thomas,  Utah 

Butler 

Lee 

Truman 

Byrd 

Lodge 

Tunnell 

Byrnes 

Lucas 

Vandenberg 

Capper 

McCarran 

Van  Nuys 

Chandler 

McFarland 

Wallgren 

Clark,  Idaho 

McNary 

Walsh 

Clark,  Mo. 

Maloney 

Wheeler 

Connally 

Mead 

Wiley 

Danaher 

Downey 

Murdock 

Murray 

Willis 

Mr.  KILL.  I  announce  that  the  Sena¬ 
tor  from  Arkansas  [Mrs.  Caraway]  is 
absent  from  the  Senate  because  of  a 
death  in  her  family. 

The  Senator  from  Mississippi  [Mr. 
Harrison],  the  Senator  from  Tennessee 
[Mr.  McKellar],  the  Senator  from  Mary¬ 
land  [Mr.  Typings],  and  the  Senator 
from  New  York  [Mr.  Wagner]  are  absent 
because  of  illness. 

The  Senator  from  New  Mexico  [Mr. 
Chavez]  ,  the  Senator  from  Rhode  Island 
[Mr.  Green]  ,  and  the  Senator  from  West 
Virginia  [Mr.  Kilgore]  are  detained  on 
important  public  business. 

Mr.  AUSTIN.  The  Senator  from  North 
Dakota  [Mr.  Nye],  the  Senator  from 
Kansas  [Mr.  Reed],  the  Senator  from 
Idaho  [Mr.  Thomas],  the  Senator  from 
Illinois  [Mr.  Brooks],  and  the  Senator 
from  Pennsylvania  [Mr.  Davis]  are  nec¬ 
essarily  absent. 

The  PRESIDING  OFFICER  (Mr. 
Wallgren  in  the  chair) .  Eighty  Sena¬ 
tors  have  answered  to  their  names.  A 
quorum  is  present.  The  clerk  will  state 
the  first  amendment  reported  by  the 
committee. 

The  Chief  Clerk.  On  page  3,  line  6, 
after  the  word  “section”,  it  is  proposed  to 
insert  “The  President  may  exercise  any 
power,  authority,  or  discretion  conferred 
on  him  by  this  section,  through  such  de¬ 
partment,  agency,  or  officer  of  the  Gov¬ 
ernment  as  he  may  direct  and  in  con¬ 
formity  with  any  rules  and  regulations 
which  he  may  prescribe.” 

Mr.  HILL.  Mr.  President,  this  bill  con- 
tarns  amendments  to  an  act  of  Congress 
passed  and  approved  under  date  of  June 
28,  last. 

The  act  of  June  28  last  gave  to  the 
President  the  power  to  establish  priori¬ 
ties  and  allocate  material  under  Army 
and  Navy  contracts  and  Army  and  Navy 
orders.  The  President,  acting  under  that 
power,  under  the  act  of  June  28  last, 
delegated  this  power  of  establishing  pri¬ 
orities  and  allocating  material  to  the 
Office  of  Production  Management,  that 


Office  being  composed  of  the  Secretary 
of  War,  the  Secretary  of  the  Navy,  the 
Director  of  Production  Management.  Mr. 
Knudsen,  and  the  Associate  Director  of 
Production  Management,  Mr.  Hillman. 

With  the  consent  of  the  President,  and 
under  an  order  issued  by  the  President, 
the  O.  P.  M.  then  proceeded  to  set  up  a 
Division  of  Priorities,  and,  with  the  con¬ 
sent  of  the  President,  to  name  Mr.  Ed¬ 
ward  R.  Stettinius  the  Director  of  that 
Division. 

Under  the  O.  P.  M.  and  the  Division 
and  Director  of  Priorities,  the  Govern¬ 
ment  since  January  of  this  year  has 
been  establishing  priorities  and  allocat¬ 
ing  material  under  Army  and  Navy  con¬ 
tracts  and  Army  and  Navy  orders.  How¬ 
ever,  it  is  found  that  the  establishment 
of  priorities  and  the  allocation  of  mate¬ 
rial  only  under  Army  and  Navy  orders 
and  Army  and  Navy  contracts  is  not  suffi¬ 
cient.  The  O.  P.  M.  and  the  President 
must  have  power  to  go  beyond  strictly 
Army  and  Navy  contracts  and  Army  and 
Navy  orders. 

The  bill  now  before  us,  amending  the 
original  act  of  June  28,  would  do  six 
things : 

The  first  provision  of  the  bill  would 
permit  the  assignment  of  mandatory  pri¬ 
orities  to  contracts  or  orders  of  any  for¬ 
eign  government  which  the  President 
brings  within  the  terms  of  the  lease-lend 
law. 

Under  the  law  as  it  now  stands,  neither 
the  President  nor  anyone  else  has  the 
power  to  establish  mandatory  priorities 
for  material  ordered  by  foreign  govern¬ 
ments  pursuant  to  the  lease-lend  law. 
That  means  that,  so  far  as  any  manda¬ 
tory  power  is  concerned,  any  orders  for 
material  for  any  foreign  government 
coming  under  the  lease-lend  law  are  sub¬ 
ordinated  to  orders  for  our  Army  and 
our  Navy,  which  means  that,  so  far  as 
any  mandatory  priorities  are  concerned, 
any  orders  for  Britain  or  any  of  these 
other  governments  coming  under  the 
lease-lend  law,  any  government  whose 
defense  we  have  declared  to  be  vital  to 
our  defense,  may  be  postponed,  and  may 
have  to  wait  until  the  full  completion  in 
all  cases  of  all  Navy  and  Army  contracts 
and  Navy  and  Army  orders.  For  in¬ 
stance,  let  us  take  the  case  of  guns.  As 
the  law  now  stands,  so  far  as  the  man¬ 
datory  priorities  are  concerned,  all  orders 
for  guns  for  our  Army  and  our  Navy 
would  have  to  be  fulfilled  before  any 
orders  could  be  carried  out  for  Britain 
or  for  any  of  the  other  governments 
coming  under  the  Lease  Lend  Act. 

The  O.  P.  M.  has  very  wisely  met  this 
situation  by  granting  preferential  ratings 
to  orders  for  Britain  and  these  other 
countries,  but  those  preferential  ratings 
have  no  authority,  no  mandate,  behind 
them;  they  are  based  solely  emd  entirely 
upon  the  consent  and  upon  the  coopera¬ 
tion  of  the  manufacturers,  and  at  any 
time  some  manufacturer  might  take  the 
position  that  he  does  not  care  to  cooper¬ 
ate,  that  he  does  not  wish  to  go  forward 
voluntarily.  If  that  happened,  disregard 
of  cooperation  might  spread  and  the 
whole  program  might  break  down,  so  far 
as  any  orders  or  material  for  Britain  or 
any  of  the  other  countries  coming  under 
the  lease-lend  law  are  concerned. 


The  first  provision  in  the  pending  bill 
would  enable  the  President,  acting 
through  the  O.  P.  M.,  cr  such  agency  as 
he  might  see  fit  to  designate,  to  put 
orders  for  Britain  or  other  countries  corn¬ 
ing  under  the  lease-lend  law  on  an  equal 
basis,  so  far  as  priorities  are  concerned, 
with  Army  and  Navy  orders  and  Army 
and  Navy  contracts.  It  would'  make 
priorities  for  orders  and  contracts  of 
Great  Britain  and  the  other  countries 
coming  under  the  lease-lend  law  manda¬ 
tory,  just  as  priorities  are  mandatory  for 
the  Army  and  Navy  orders  and  con¬ 
tracts. 

The  second  provision  of  the  bill  would 
permit  the  assignment  of  mandatory 
priorities  to  deliveries  of  material  under 
any  contract  or  order  of  a  Government 
agency,  other  than  the  Army  or  Navy,  or 
a  private  industry  which  is  of  vital  im¬ 
portance  to  defense.  For  instance,  some 
of  the  material  which  the  Maritime  Com¬ 
mission  needs,  some  material  which  the 
Coast  Guard  needs,  some  which  the  Geo¬ 
detic  Survey  needs,  some  which  the  Pan¬ 
ama  Canal  needs  may  ce  just  as  impor¬ 
tant  as  material  which  the  Army  and 
Navy  have  ordered.  As  matters  now 
stand,  the  orders  for  material  for  these 
other  Government  agencies,  no  matter 
how  urgent  or  how  important  they  may 
be,  are  subject  to  all  the  priorities  for 
Army  and  Navy  material. 

We  may  have  a  case  in  one  of  our 
larger  cities,  a  center  of  great  industrial 
development  of  first  importance  to  the 
national  defense,  where  there  would  be  a 
water  supply  which  was  old  and  anti¬ 
quated.  The  mechanical  facilities  of  the 
water  supply  may  break  down  and  have 
to  be  replaced  or  rehabilitated  at  any 
time,  and  it  may  be  necessary  to  have 
priorities  to  get  the  equipment  to  repair 
these  facilities.  The  quick  replacement 
of  these  faciliti.es  might  be  more  impor¬ 
tant  than  some  order  for  similar  equip¬ 
ment  for  the  Army  or  Navy. 

The  third  provision  is  to  make  it  clear 
that  mandatory  priorities  may  be  ex¬ 
tended  to  subcontracts  and  suborders  for 
parts,  supplies,  and  materials  which  en¬ 
ter  directly  or  indirectly  into  the  fulfill¬ 
ment  of  contracts  which  are  subject  to 
mandatory  priorities. 

The  O.  P.  M.,  in  its  construction  of  the 
act  of  June  28  last,  has,  I  think  very 
wisely  interpreted  the  language  to  cover 
subcontractors;  but  the  language  is  not 
clear,  and  specific  as  it  should  be.  The 
third  provision  of  the  bill  would  make 
clear  beyond  all  question  the  intent  and 
purpose  to  grant  the  power  to  establish 
priorities  for  subcontracts,  as  well  as  for 
the  prime  contracts. 

Senators  can  well  see  the  importance 
of  granting  priorities  to  subcontracts  as 
well  as  to  prime  contracts.  In  many  in¬ 
stances  some  of  the  most  important  sup¬ 
plies,  some  of  the  most  important  parts, 
some  of  the  most  important  materials, 
are  furnished  by  the  subcontractor  to  the 
prime  contractor,  who  must  have  them 
at  the  times  and  in  the  quantities  re¬ 
quired  to  complete  the  prime  contract. 

The  next  provision  is  to  permit  control 
of  the  distribution  of  those  products  and 
materials  in  which  shortages  appear  by 
reason  of  the  needs  of  the  defense  pro¬ 
gram,  and  to  permit  the  allocation  of 
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such  products  and  materials  to  defense 
and  to  the  most  important  civilian  needs 
in  preference  to  less  important  uses. 
There  are  a  number  of  materials  which 
we  know  as  critical  or  scarce  materials, 
materials  like  aluminum,  zinc,  and 
tungsten,  which  are  very  important  and 
of  which  there  is  a  scarcity.  If  we  are 
really  going  to  properly  control  the  sup¬ 
ply  of  such  scarce  materials  so  as  to  meet 
the  needs  of  defense,  and  also  meet  the 
more  important  civilian  needs,  we  have 
to  go  to  the  source,  to  the  supply  of  the 
raw  material  itself,  rather  than  to  the 
finished  product,  and  this  would  give  us 
the  power  to  direct  the  distribution  of 
these  materials  at  the  source  of  supply. 

Let  us  take  a  mineral  like  aluminum. 
We  know  that  today  we  have  only  about 
25  percent  of  our  supply  available  for 
civilian  uses  after  we  fill  our  defense 
needs.  This  situation  presents  the  ques¬ 
tion  as  to  how  the  25  percent  of  the 
needed  supply  for  civilian  uses  shall  be 
allocated.  It  is  most  important  that  the 
allocation  be  based  upon  the  importance 
of  the  needs  to  our  national  and  domestic 
economy;  that  the  more  important  needs 
be  taken  care  of;  that  we  see  to  it  that 
these  more  important  needs  are  not  neg¬ 
lected  by  having  the  supply  used  up  for 
less  important  or  perhaps  even  nones¬ 
sential  needs. 

The  next  provision  is  to  permit  ade¬ 
quate  information  to  be  obtained  to  oper¬ 
ate  the  priorities  system.  It  gives  to  the 
President  the  power,  through  the  pri¬ 
ority  agency,  to  secure  information 
about  the  different  plants  and  manufac¬ 
turing  establishments,  what  the  plants 
may  be  used  for,  what  their  productive 
capacity  is,  what  inventories  they  have  on 
hand,  what  their  supply  of  stock  is — all 
the  information  necessary  to  carry  on  a 
Nation-wide  priorities  system  with  intel¬ 
ligence  and  with  efficiency. 

The  next  provision,  the  last  one,  is  to 
protect  persons  complying  with  priority 
orders  from  liability  against  damages. 
As  matters  stand  today  there  is  no  pro¬ 
tection  provided  for  the  manufacturer 
who  complies  with  priorities  orders,  with 
the  exception  of  Army  and  Navy  orders. 
The  manufacturer  is  in  this  position:  If 
he  goes  forward  and  provides  the  mate¬ 
rial  under  the  priority  order,  and 
breaches  a  contract  with  some  other  cus¬ 
tomer  whose  order  he  has  accepted  he 
has  made  prior  to  the  establishment  of 
the  priority  order,  of  course,  as  we  know, 
he  is  subject  to  a  suit  for  damages  by  the 
customer.  Some  of  the  statutes  of  limi¬ 
tations  vary,  and  he  may  not  be  sued  for 
as  long  as  6  years  afterward.  As  the 
matter  now  stands,  if  the  manufacturer 
has  existing  orders  which  he  is  under 
contract  to  fill,  and  the  Government 
needs  something  from  that  manufac¬ 
turer,  in  a  hurry,  we  have  all  the  delay 
resulting  from  the  manufacturer  being 
obliged  to  go  to  his  other  customer  and 
negotiate  and  try  to  get  those  other  cus¬ 
tomers  to  permit  him  to  postpone  deliv¬ 
ery  of  their  orders  until  the  Government 
needs  can  be  met.  This  may  be  true  in 
some  jurisdictions  even  if  the  priority 
order  is  mandatory.  This  provision 
would  hold  harmless  beyond  any  doubt 
any  manufacturer  who  was  forced  to 


delay  meeting  the  requirements  of  some 
other  customer  in  order  that  he  could 
meet  the  demands  of  the  Government 
under  a  priority  order. 

Mr.  President,  that  briefly  tells  us  the 
purpose  of  the  bill.  Let  me  say  that  your 
Committee  on  Military  Affairs  held  an 
extended  hearing  on  the  bill.  We  heard 
from  the  Secretary  of  War,  from  the 
Secretary  of  the  Navy,  from  other  officials 
of  both  the  Army  and  the  Navy,  from 
Mr.  Knudsen,  from  Mr.  Stettinius,  from 
Mr.  John  Lord  O’Brian,  the  General 
Counsel  of  the  O.  P.  M.,  and  other  repre¬ 
sentatives  of  the  O.  P.  M.  and  from  Mr. 
Henderson,  Administrator  of  Prices  and 
Civilian  Supply.  We  went  into  this  mat¬ 
ter  very  thoroughly.  After  the  hearing 
the  committee  not  only  voted  the  bill  fa¬ 
vorably,  but  it  voted  it  unanimously,  and 
I  think  that  with  one  or  two  exceptions 
we  had  the  entire  membership  of  the 
committee  present  and  voting.  I  have 
never  known  a  committee  to  be  more 
unanimously  behind  a  bill  than  this  com¬ 
mittee  was  when  it  reported  this  bill. 

The  committee  reported  the  bill  in  the 
form  in  which  it  was  originally  intro¬ 
duced  in  the  House  of  Representatives, 
and  in  the  form  in  which  it  was  originally 
introduced  in  the  Senate,  and  in  the  form 
in  which  the  O.  P.  M.,  the  Secretary  of 
War,  the  Secretary  of  the  Navy,  and  all 
the  gentlemen  who  have  been  responsi¬ 
ble  for  the  procurement  of  material  for 
our  defense,  and  who  are  responsible  to¬ 
day  for  the  supplying  of  our  armed  forces, 
desire  the  bill  to  be. 

It  happened,  however,  that  when  the 
bill  came  up  for  consideration  in  the 
House  of  Representatives,  late  in  the  af¬ 
ternoon  of  the  day  on  which  the  bill 
passed  the  House  of  Representatives,  an 
amendment  was  offered  on  the  floor  of 
the  House  which,  instead  of  permitting 
the  administration  of  priorities,  under 
the  bill  and  under  the  original  act  of 
June  28  last,  to  be  carried  on  by  the 
O.  P.  M.,  by  the  Secretary  of  War,  and 
the  Secretary  of  the  Navy,  and  by  those 
who  have  been  carrying  on  the  priorities 
administration  for  the  Army  and  the 
Navy,  and  who  are  responsible  for  the 
production  and  the  procurement  of  sup¬ 
plies  and  material  for  our  armed  forces — 
instead  of  leaving  that  power  where  it  is 
and  where  the  original  bill  proposed  that 
it  should  be,  the  amendment  adopted  late 
in  the  afternoon  on  the  floor  of  the  House 
of  Representatives,  took  it  out  of  the 
hands  of  those  I  have  mentioned  and  put 
it  into  the  hands  of  a  Director  of  Priori¬ 
ties,  set  off  separate  and  apart  by  him¬ 
self,  away  from  the  Army,  away  from  the 
Navy,  away  from  the  O.  P.  M.,  to  admin¬ 
ister  priorities  by  himself.  It  gives  him 
a  salary  of  some  $12,000  a  year;  and  he  is 
to  be  appointed  by  the  President,  with 
the  advice  and  consent  of  the  Senate. 
It  gives  him  the  power  to  establish  and 
set  up  any  kind  of  elaborate  organiza¬ 
tion  he  might  see  fit,  because  the  amend¬ 
ment  gives  him  the  power  to  appoint  and 
fix  the  compensation  of  such  officers  and 
employees  as  may  be  necessary  to  carry 
out  his  powers.  Then  it  goes  further  and 
gives  him  the  power  to  set  up  all  kinds  of 
industry  committees,  to  have  a  great  or¬ 
ganization  of  his  own  set  off  as  a  fifth 


wheel,  separate  and  apart  from  the  duly 
constituted  organization  which  we  have 
today  carrying  on  this  job. 

Mr.  TAFT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HILL.  I  yield. 

Mr.  TAFT.  Can  the  Senator  give  us 
any  assurance  that  there  will  not  be  just 
that  kind  of  a  director  under  the  bill? 
Can  he  give  any  assurance  that  the  power 
will  be  given  to  the  Office  of  Production 
Management? 

Mr.  HILL.  As  the  Senator  knows,  the 
power  under  this  bill  is  vested  directly 
in  the  hands  of  the  President  of  the 
United  States;  of  course,  the  Senator 
from  Alabama  cannot  speak  for  the  Pres¬ 
ident  of  the  United  States,  but  the  Sena¬ 
tor  from  Alabama  does  not  hesitate  to  say 
that  as  the  result  of  the  testimony  at 
the  hearing  before  the  Senate  Committee 
on  Military  Affairs,  and  as  the  result  of 
conversations  which  the  Senator  from 
Alabama  has  had  with  Mr.  Stettinius  and 
others  in  the  O.  P.  M.,  and  with  Mr. 
Leon  Henderson,  as  well  as  conversations 
with  officials  in  both  the  War  Depart¬ 
ment  and  the  Navy  Department,  the  Sen¬ 
ator  from  Alabama  certainly  feels  as¬ 
sured  that  the  administration  of  these 
priorities  will  remain  in  the  very  hands 
in  which  that  administration  is  placed 
today  under  the  act  of  June  28  last. 

The  Senator  from  Ohio  knows,  but  it 
might  also  be  interesting  to  Senators 
generally  to  know  at  this  time,  just  what 
that  administration  is.  The  power,  as  I 
have  stated,  under  the  law  is  in  the  hands 
of  the  President,  but  he  has  delegated 
that  power  to  the  Council  of  the  O.  P.  M., 
which,  as  I  said,  is  composed  of  the  Sec¬ 
retary  of  War,  the  Secretary  of  the  Navy, 
Mr.  Knudsen  as  Director  of  the  O.  P.  M., 
and  Mr.  Hillman  as  Associate  Director. 
Then  under  this  Council  of  the  O.  P.  M. 
we  have  the  Division  of  Priorities,  headed 
by  Mr.  E.  R.  Stettinius,  Jr.,  as  Director  of 
Priorities,  and  along  with  Mr.  Stettinius 
as  Director  we  have  an  Advisory  Com¬ 
mittee  on  Priorities.  That  Advisory 
Committee  on  Priorities  is  composed  of 
Mr.  Stettinius,  as  the  Chairman;  the  Di¬ 
rector  of  Purchases,  Mr.  Nelson;  the 
Director  of  Production,  Mr.  Biggers;  the 
Under  Secretary  of  War,  Mr.  Patterson; 
the  Under  Secretary  of  the  Navy;  and 
representatives  from  the  supply  branches 
of  both  the  Army  and  the  Navy.  That 
this  set-up  in  the  administration  of  pri¬ 
orities  will  remain  I  am  quite  confident. 

The  amendment  which  was  put  in  the 
measure  on  the  floor  of  the  House  was 
not  considered  in  any  way  by  the  House 
committee.  There  were  no  hearings  held 
upon  the  amendment  or  upon  the  pur¬ 
poses  of  the  amendment.  Late  in  the 
afternoon  the  amendment  was  offered  on 
the  floor,  and  the  chairman  of  the  com¬ 
mittee  rose  and  said  he  accepted  the 
amendment;  so,  really,  the  amendment 
was  agreed  to  without  any  debate  or  any 
discussion,  and  no  opinions  were  secured 
from  any  of  those  now  responsible  for 
priorities  as  to  what  the  effect  of  the 
amendment  would  be. 

Mr.  President,  we  have  to  realize  that 
the  O.  P.  M.  is  a  superservicing  organiza¬ 
tion  for  the  Army  and  the  Navy,  for  the 
armed  forces,  and  in  their  superservices 
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they  have  three  problems  to  deal  with  in 
securing  the  material  and  the  supplies 
needed  for  the  Army  and  the  Navy. 

One  is  procurement;  another  is  pro¬ 
duction;  and  the  third  is  priorities. 
These  three  factors  are  like  the  legs  of  a 
tripod.  It  is  on  them  as  a  base  that  the 
whole  matter  of  securing  the  necessary 
material  and  supplies  for  the  Army  and 
Navy  depends.  Priorities  are  an  integral 
part  of  the  whole  administration,  just  as 
production  is  an  integral  part,  and  just 
as  procurement  is  an  integral  part.  For 
procurement  we  need  production;  and 
for  production  we  need  to  use  our  priori¬ 
ties  as  a  tool.  Priorities  are  merely  an 
instrumentality  through  which  we  obtain 
the  production  and  procurement  which 
we  must  have.  They  are  all  merely  a 
means  to  the  end  of  securing  what  is 
needed  when  it  is  needed;  and  to  set 
them  off  separate  and  apart  is  not  justi¬ 
fied  in  any  way.  O.  P.  M.  is  the  agency 
heid  responsible  for  securing  the  mate¬ 
rial  and  supplies;  and  it  is  ridiculous  to 
hold  that  agency  responsible  and  then 
take  out  of  its  hands  one  of  the  most  im¬ 
portant  tools  which  it  needs  to  perform 
its  function.  I  refer  to  the  tool  or  in¬ 
strumentality  of  priorities. 

Your  committee  was  unanimous  in  sub¬ 
mitting  a  committee  amendment  to  strike 
from  the  bill  the  amendment  which  was 
put  in  on  the  floor  of  the  House  providing 
for  a  separate  director  of  priorities.  I  do 
not  think  it  is  possible  to  overemphasize 
the  necessity  for  the  coordination  of  all 
the  work.  For  instance,  we  have  now,  as 
we  know,  the  Office  of  Price  Administra¬ 
tion  and  Civilian  Supply.  It  is  absolutely 
necessary  that  the  Priorities  Division 
work  in  the  closest  cooperation  and  co¬ 
ordination  with  the  Office  of  Price  Ad¬ 
ministration  and  Civilian  Supply.  I  use 
aluminum  as  an  illustration.  After  we 
meet  our  national-defense  needs,  we  have 
available  today  only  about  25  percent  of 
the  amount  required  for  our  civilian 
needs.  So  the  question  then  arises  as  to 
how  the  25  percent  available  for  civil¬ 
ian  needs  should  be  allocated.  There 
must  be  the  closest  cooperation  between 
the  Office  of  Price  Administration  and 
Civilian  Supply  on  the  one  hand,  and  the 
Division  of  Priorities  on  the  other. 

Mr.  TAFT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HILL.  I  yield. 

Mr.  TAFT.  How  is  that  coordination 
obtained  by  putting  priorities  in  the 
O.  P.  M.? 

Mr.  HILL.  As  the  Senator  knows,  the 
President  is  the  head  of  it  all.  Under 
him  we  have  the  O.  E.  M.,  or  Office  of 
Emergency  Management.  Within  the 
Office  of  Emergency  Management  we 
have  the  O.  P.  M.  and  the  Office  of  Price 
Administration  and  Civilian  Supply. 

Mr.  TAFT.  Yes;  but  under  the  pres¬ 
ent  set-up  the  Office  of  Price  Adminis¬ 
tration  and  Civilian  Supply  is  entirely 
distinct  and  has  entirely  independent 
authority  from  the  O.  P.  M. 

Mr.  HILL.  It  does. 

Mr.  TAFT.  So  it  might  as  well  be 
argued  that  the  Priority  Division  should 
be  in  the  O.  E.  M. 

Mr.  HILL.  They  both  come  under  the 
O.  E.  M.,  and  they  both  have  to  do  with 
priorities,  as  well  as  the  matter  of  pro¬ 
curement  and  the  matter  of  production. 


Mr.  TAFT.  Can  the  Senator  tell  me 
who  the  head  of  O.  E.  M.  is,  and  what 
kind  of  an  office  it  is? 

Mr.  HILL.  The  head  of  O.  E.  M.  is  the 
President  of  the  United  States. 

Mr.  TAFT.  So  the  only  real  coopera¬ 
tion  between  O.  P.  M.  and  the  Office  of 
Price  Administration  and  Civilian  Sup¬ 
ply  is  through  the  President,  the  same 
kind  of  coordination  as  exists  among 
other  departments  of  the  Government. 

Mr.  HILL.  I  will  say  to  the  Senator 
that  the  Office  of  Price  Administration 
and  Civilian  Supply  does  not  come  under 
the  O.  P.  M. 

Mr.  AUSTIN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HILL.  I  yield. 

Mr.  AUSTIN.  It  may  be  interesting 
to  read  what  Mr.  Henderson  testified  re¬ 
garding  that  point.  I  read  from  page 
107  of  the  transcript: 

The  Office  of  Price  Administration  and 
Civilian  Supply  has  a  responsibility  running 
to  priorities  in  this  way.  As  Mr.  Smith 
pointed  out,  it  is  necessary  to  make  a  de¬ 
termination  as  to  the  order  of  preference 
in  case  of  a  shortage  of  the  residues  that 
are  available  for  civilian  consumption. 

Mr.  Smith  was  assistant  counsel  of 
Office  of  Production  Management,  who 
testified  upon  the  legal  necessity  for  the 
legislation : 

Now,  in  our  executive  order  creating 
Office  of  Price  Administration  and  Civilian 
Supply  we  inherited  the  consumer-protection 
function  carried  on  in  the  old  Defense 
Commission  by  Miss  Elliott.  We  con¬ 
tinued  the  price-administration  function. 
We  were  assigned  the  civilian-allocation 
function  for  the  making  of  plans  and  pro¬ 
grams,  and  we  were  given  the  general  respon¬ 
sibility  for  civilian  supply. 

Now,  all  of  those — price,  consumer  protec¬ 
tion,  civilian  supply — relate  to  this  question 
of  the  distribution  of  scarcities,  once  all  of 
the  defense  needs  have  been  satisfied. 

Now,  we  have  worked  out  with  Mr.  Stet- 
tinius  a  very  adequate  basis  for  the  submis¬ 
sion  of  plans  and  programs,  and  it  is  quite 
essential  that  once  those  determinations 
have  been  made,  that  he  has  access  to  these 
powers  and  that  we  have  access  in  certain 
limited  ways  to  these  powers,  in  order  to 
give  enforcement  to  them,  and  also  to  pro¬ 
tect  the  manufacturers  and  processors  from 
any  legal  liability  in  carrying  out  these 
orders. 

That  is  one  of  the  important  purposes 
of  the  bill. 

Mr.  HILL.  I  thank  the  Senator.  As 
the  Senator  well  knows,  Mr.  Stettinius, 
the  Secretary  of  War,  the  Secretary  of 
the  Navy,  Mr.  Knudsen,  Mr.  Henderson, 
and  every  one  of  the  witnesses  who  ap¬ 
peared  before  our  committee  was  very 
much  opposed  to  the  amendment  in¬ 
serted  by  the  House.  The  Secretary  of 
War  being  the  senior  official  of  the  Gov¬ 
ernment  who  appeared,  I  wish  to  read  a 
short  letter  which  he  wrote  in  opposition 
to  the  amendment  inserted  by  the  House: 

The  War  Department  believes-  that  the 
amendment  *  *  *  passed  by  the  House  is 

undesirable  for  the  following  reasons: 

(a)  It  would  materially  change  the  work¬ 
ing  arrangement  between  the  Office  of  Pro¬ 
duction  Management  and  the  Army  and  Navy 
Munitions  Board  which  has  been  developed 
over  a  period  of  many  months  and  which  is 
now  operating  satisfactorily.  Such  a  rear¬ 
rangement  under  present  critical  conditions 
would  be  certain  to  cause  confusion  and  to 
slow  up  the  defense  program. 


That  was  corroborated  and  confirmed 
by  every  witness  who  appeared.  If  we 
want  to  throw  a  monkey  wrench  into  the 
machinery,  if  we  want  to  slow  up  the  pro¬ 
gram,  if  we  want  to  bring  about  confu¬ 
sion,  certainly  there  is  no  better  way  to 
do  it  than  by  the  adoption  of  the  House 
amendment. 

The  Secretary  continues: 

(b)  It  would  single  out  from  the  Office  of 
Production  Management  for  a  mandatory 
type  of  organization  a  single  important  func¬ 
tion  of  that  office,  which  for  efficient  opera¬ 
tion  should  remain  an  integral  part  of  the 
Office  of  Production  Management. 

I  endeavored  to  emphasize  that  thought 
when  I  said  that  priorities,  procurement, 
and  production  were  legs  of  the  tripod 
upon  which  the  whole  defense  program 
rests.  Priorities  are  an  integral  part  of 
the  whole. 

Reading  further  from  the  letter  of  the 
Secretary: 

(c)  It  would  freeze  the  organization  of  the 
priority  function  in  the  form  specified  in  the 
amendment  and  destroy  the  flexibility  which 
all  agencies  set  up  to  handle  the  emergency 
situation  should  have  in  order  to  permit  them 
to  adapt  themselves  to  emergency  conditions 
which  cannot  be  foreseen.  The  history  of  the 
defense  organization  over  the  past  few  months 
has  emphasized  the  necessity  for  such  flexi¬ 
bility. 

The  Secretary  further  says — and  I 
want  to  emphasize  the  fourth  point — 

(d)  It  would  assign  to  the  Army  and  Navy 
Munitions  Board — 

Remember,  that  Board  is  composed  al¬ 
most  entirely  of  military  and  naval  men. 
They  are  the  representatives  of  the  armed 
forces — 

It  would  assign  to  the  Army  and  Navy  Mu¬ 
nitions  Board  functions  which  are  beyond  its 
proper  scope  of  activity  as  visualized  in  the 
industrial  mobilization  plan. 

Mr.  BREWSTER.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HILL.  I  yield. 

Mr.  BREWSTER.  The  Senator  has 
just  cited  the  industrial  mobilization  plan 
as  the  authority,  to  some  extent,  for  his 
proposal.  Does  that  indicate  that  the 
Senator  is  in  accord  with  the  recommen¬ 
dations  of  the  industrial  mobilization 
plan? 

Mr.  HILL.  I  will  say  to  the  Senator 
from  Maine  that  the  Secretary  of  War 
was  speaking  of  the  industrial  mobiliza¬ 
tion  plan.  I  do  not  know  what  particu¬ 
lar  plan  the  Senator  refers  to,  but  I  know 
that  when  Congress  passed  the  National 
Defense  Act  of  1920  Congress  imposed 
upon  the  Assistant  Secretary  of  War  the 
specific  duty  of  industrial  mobilization, 
and  provided  that  he  should  have  a  staff 
of  officers  to  help  him  work  out  the  mat¬ 
ter  of  industrial  mobilization;  and  I 
know  that  since  the  passage  of  the  act  of 
1920,  under  the  direct  leadership  of  the 
Assistant  Secretary  of  War,  the  War 
Department  has  been  making  all  kinds 
of  plans  looking  toward  industrial  mobil¬ 
ization.  Although  some  of  these  plans 
might  not  meet  the  approval  of  all  of  us, 
and  I  myself  might  not  agree  with  all  the 
plans,  I  am  sure  that  under  that  pro¬ 
vision  of  the  act  of  1920  much  has  been 
•done  that  has  helped  to  expedite  the 
program  we  now  are  carrying  out. 


1941 


CONGRESSIONAL  RECORD— SENATE 


Mr.  BREWSTER.  What  I  had  refer¬ 
ence  to  is  a  little  more  specific  than  what 
the  Senator  has  indicated.  Under  the 
instructions  of  that  act,  the  War  Depart¬ 
ment  has  gone  forward  with  very  careful 
studies  by  very  competent  men,  based 
upon  the  experience  gained  in  our  last 
war  and  that  gained  during  all  the  years 
which  have  since  elapsed;  and  about 
1930,  I  think,  the  Department  issued  the 
first  printed  report  on  the  industrial 
mobilization  plan.  That  has  been  re¬ 
vised  three  times  since  then.  The  last 
revision  was  in  1939  I  believe.  In  it  the 
Department  provided  a  very  comprehen¬ 
sive  and  detailed  study  of  what  should 
be  done. 

I  assumed  that  it  was  that  study  to 
which  the  Senator  referred  in  his  sup¬ 
port  of  the  proposal  now  under  con¬ 
sideration.  I  may  say  that  it  is  a  matter 
which  I  consider  of  the  most  extreme 
importance,  and  it  has  given  me  a  great 
deal  of  concern  that  those  in  authority 
have  not  been  more  closely  guided  by  the 
recommendations  of  that  study;  and  we 
have  asked  all  the  members  of  the  ad¬ 
ministration  who  have  been  before  our 
committee  on  defense  the  reason  for  the 
departures  from  that  plan.  So  I  wel¬ 
come  the  Senator’s  suggestion  that  in 
this  particular  instance  he  is  being 
guided  by  that  report,  which  I  hope  will 
have  even  more  respectful  treatment 
than  thus  far  it  has  received. 

Mr.  HILL.  I  can  give  the  Senator 
Erom  Maine  even  more  encouragement 
than  that.  Not  only  am  I  being  guided 
in  this  particular  instance  by  that  re¬ 
port,  but,  since  I  am  quoting  from  the 
Assistant  Secretary  of  War,  I  may  say 
that  in  this  particular  instance  he  is 
being  guided  by  that  report. 

Mr.  BREWSTER.  That  is  most  grati¬ 
fying.  I  hope  he  will  be  guided  by  it  in 
toto  before  very  much  more  time  has 
elapsed. 

Mr.  HILL.  The  Secretary  of  War  goes 
on  to  say: 

The  advice  of  Mr.  Baruch — 

Of  course,  he  was  referring  to  Mr. 
Bernard  Baruch,  who,  during  the  World 
War  was  the  head  of  the  War  Industries 
Board,  and  who  perhaps  had  more  to  do 
with  industrial  mobilization  for  the 
World  War  than  any  other  man  in  the 
United  States. 

The  Secretary  says: 

The  advice  of  Mr.  Baruch  and  others  who 
had  experience  in  the  World  War  in  this 
regard  was  to  leave  industrial  questions  to 
civilians  and  military  matters  to  the  armed 
services. 

The  House  amendment  would  violate 
this  sound  principle,  because,  let  me  say 
to  the  Members  of  the  Senate,  the  House 
amendment  requires  that  everything 
done  by  the  Director  of  Priorities,  as  set 
up  in  the  House  amendment,  must  have 
the  approval  of  the  Army  and  Navy  Mu¬ 
nitions  Board. 

Mr.  BREWSTER.  Would  the  Senator 
be  satisfied  to  strike  from  the  House 
amendment  the  last  sentence  which  im¬ 
poses  the  restriction  to  which  the  Senator 
refers,  so  as  to  leave  to  the  statutory  Ad¬ 
ministrator  this  very  important  respon¬ 
sibility? 


Mr.  HILL.  No;  the  Senator  from  Ala¬ 
bama  could  not  accept  such  a  change, 
and  would  not  be  satisfied  with  it.  I 
think  one  of  the  worst  features  of  the 
amendment  is  the  provision  which  would 
put  industrial  mobilization  and  the  exer¬ 
cise  of  priorities  in  the  hands  of  military 
men  rather  than  in  the  hands  of  civilians. 
However,  even  if  that  provision  were 
stricken  out  I  think  the  amendment 
would  be  most  harmful,  and  would  do 
much  to  disturb  and  to  disrupt  the  whole 
program.  I  think  it  would  be  very  de¬ 
plorable  to  write  this  amendment  into  the 
bill. 

Frankly,  as  a  former  Member  of  the 
House — as  the  Senator  from  Maine  is  a 
former  Member  of  the  House — it  is  my 
belief  that  if  hearings  had  been  held  on 
this  amendment,  and  if  there  had  been 
an  opportunity  to  thrash  it  out  and  to 
debate  it  and  to  understand  what  the 
amendment  would  do,  the  House  would 
not  have  adopted  the  amendment.  The 
Senator,  as  a  former  Member  of  the 
House,  knows  that  the  House  sometimes 
does  business  as  we  in  the  Senate  oc¬ 
casionally  do;  some  Member  offers  an 
amendment,  and  the  chairman  says,  “I 
accept  it,”  and  the  amendment  goes  in 
the  bill  without  careful  consideration, 
and  certainly  without  thorough  analysis 
or  debate. 

Mr.  BREWSTER.  The  Senator  from 
Alabama  recognizes  the  necessity  of  some 
continuity  of  policy  in  connection  with 
administering  so  tremendous  a  power  as 
is  here  contemplated;  does  he  not? 

Mr.  KILL.  The  Senator  from  Ala¬ 
bama  certainly  does;  and  that  is  the  very 
reason  why  he  is  against  this  amend¬ 
ment.  There  cannot  be  continuity  of 
policy  if  we  have  a  dozen  different  agen¬ 
cies,  all  of  them  setting  a  dozen  differ¬ 
ent  policies,  and  perhaps  all  those  dozen 
different  policies  in  conflict  one  with  each 
other. 

Mr.  BREWSTER.  That  is  the  diffi¬ 
culty  which  I  find  with  the  Senator’s  ar¬ 
gument  in  opposing  the  creation  of  an 
Administrator  of  Priorities,  providing  he 
is  not  restricted  by  the  Army  and  Navy 
Munitions  Board  with  respect  to  which  I 
think  I  should  be  in  full  accord  with  the 
Senator’s  position. 

Mr.  HILL.  I  will  say  to  the  Senator 
that  if  we  are  to  have  a  separate  director, 
with  a  separate  organization,  with  sep¬ 
arate  personnel,  and  with  separate  indus¬ 
trial  committees  for  priorities,  we  would 
be  as  well  justified  in  having  a  similar 
separate  organization  for  procurement, 
and  another  separate  organization  for 
production.  Our  whole  program  will  fail 
unless  all  three  of  those  functions  are  co¬ 
ordinated,  and  work  as  integral  parts  of 
one  whole. 

Mr.  BREWSTER.  Would  the  Senator 
b*  ready  to  support  the  creation  of  the 
authority  contemplated  by  the  Industrial 
Mobilization  Act,  as  recommended  by  the 
War  Department,  which  would  definitely 
determine  the  administration  of  this 
entire  responsibility? 

Mr.  HILL.  The  Senator  from  Alabama 
is  not  familiar  with  the  details  of  the  rec¬ 
ommendations  to  which  the  Senator  from 
Maine  refers.  The  Senator  from  Ala¬ 
bama  will  say  that  after  hearing  the 
evidence  on  this  bill  from  many  witnesses, 
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he  was  absolutely  convinced  that  this  bill 
should  be  enacted  just  as  the  committee 
reported  it;  and  not  only  was  that  the 
conviction  of  the  Senator  from  Alabama 
but  he  feels  that  that  was  the  conviction 
of  every  member  of  the  Senate  Commit¬ 
tee  on  Military  Affairs  who  attended  the 
hearings  and  heard  the  testimony.  I 
think  the  Senator  from  Vermont  [Mr. 
Austin]  will  confirm  the  Senator  from 
Alabama  in  that  statement. 

Mr.  BREWSTER.  The  only  difficulty 
I  find  with  the  Senator’s  position  is  that 
he  does  not  go  far  enough.  I  would  go 
much  further,  and  would  complete  the 
entire  journey  to  the  recommendations 
of  the  Industrial  Mobilization  Board. 

Mr.  AUSTIN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HILL.  I  yield  to  the  Senator  from 
Vermont. 

Mr.  AUSTIN.  I  think  it  may  be  inter¬ 
esting  to  note  the  testimony  on  this  par¬ 
ticular  question  as  obtained  from  the 
Assistant  Secretary  of  War,  Judge  Pat¬ 
terson.  It  appears  at  page  12  and  fol¬ 
lowing  in  the  transcript: 

Senator  Austin.  Mr.  Secretary,  I  would 
like  to  get  at  the  underlying  reason  for  this 
position  taken  by  you.  Now,  is  it  true  that 
our  experience  in  the  World  War  developed 
the  definite  fact  that  behind  all  other  ef¬ 
forts  this  ability  to  allot  and  to  quota  and 
to  give  priority  was  the  most  powerful  sanc¬ 
tion  to  obtain  cooperation  in  the  Govern¬ 
ment’s  total  effort? 

Mr.  Patterson.  It  was  a  very  potent 
weapon,  there  is  no  question  about  it.  It 
wasn’t  the  only  one,  but  it  was  a  very  power¬ 
ful  one. 

Senator  Austin.  Now,  then,  did  we  not 
learn  from  the  experience  in  the  World  War — 
that  is,  from  the  first  12  months  of  futility 
and  confusion,  and  the  next  6  months  of 
most  remarkable  efficiency — did  we  not  learn 
one  great  lesson,  namely,  that  in  order  to 
make  the  wheels  coordinate  for  our  national 
workshop  it  was  best  to  have  a  civilian 
agency  with  power  supreme  over  the  acquisi¬ 
tion  of  military  supplies  and  civilian  sup¬ 
plies? 

Mr.  Patterson.  I  think  so. 

Senator  Austin.  And  is  it  true  that  the 
War  Industries  Board  gained  its  success,  of 
course,  principally  from  the  voluntary  and 
willing  cooperation  of  industry,  but  also  from 
the  fact  it  always  could  resort  to  priorities 
in  any  case  of  a  recalcitrant  industry? 

Mr.  Patterson.  Yes.  sir.  Of  course,  they 
had  more  than  priorities,  and  I  think  Mr. 
Baruch’s  body  did  much  more  than  exercise 
priorities.  They  had  control  of  Army  and 
Navy  purchases  just  as  the  Office  of  Produc¬ 
tion  Management  has  now.  They  did  not  in 
any  way  direct  the  Army  and  Navy  as  to  their 
requirements,  nor  did  they  take  the  initia¬ 
tive,  as  I  understand  it,  with  finding  the 
sources  of  supply,  but  they  did  exercise,  as  is 
done  now.  a  veto  power  in  order  to  prevent 
the  unnecessary  bunching  up  of  orders  in 
some  place,  and  they  were  the  channel  where¬ 
by  Army  and  Navy  orders  were  coordinated. 

As  I  understand  it,  they  made  sure  that 
if  Bethlehem  Steel  had  a  great  many  naval 
orders,  for  instance,  that  Army  orders  were 
not  unnecessarily  bunched  up  there  also. 

Senator  Austin.  Now,  if  you  were  to  take 
this  section  3  in  the  proposed  bill,  and  in¬ 
trude  it  into  the  Office  of  Production  Manage¬ 
ment,  or,  rather,  split  away  from  the  Office 
of  Production  Management  the  control  of 
this  remarkable  sanction  that  priorities  give, 
you  would  get  an  element  of  disorganization 
at  once  which  would  require  one  procure¬ 
ment  agency  going  over  and  getting  the  con¬ 
sent  of  another  procurement  agency  in  order 
to  apply  the  sanction,  would  you  not? 
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Mr.  Patterson.  Undoubtedly. 

Senator  Austin.  And  that  would  be  right 
in  the  face  of  the  experience,  the  very  valu- 
experience,  in  the  World  War,  would  it 

not? 

Mr.  Patterson.  Yes,  sir.  Mr.  Baruch’s  or¬ 
ganization  had  the  priority  power;  it  likewise 
had  the  power,  as  I  have  said,  of  allocating 
the  Army  and  Navy  business  to  the  best  in¬ 
dustrial  sources,  from  a  picture  of  the  whole 
thing. 

The  Office  of  Production  Management  is 
doing  the  same  job  now,  and  this  would  split 
off  from  them  and  put  into  an  independent 
agency  one  of  those  powers.  I  think  it  would 
be  unfortunate. 

Does  the  Senator  recognize  that  as  at 
least  a  response  to  his  question,  if  not  an 
answer? 

Mr.  BREWSTER.  Mr.  President,  will 
the  Senator  from  Alabama  yield  for  a 
moment? 

Mr.  HILL.  I  yield. 

Mr.  BREWSTER.  I  have  in  mind  the 
very  eloquent  appeal  of  the  Senator  from 
Vermont  for  the  passage  of  the  Lease- 
Lend  Act  in  order  to  accomplish  that 
concentration  of  authority  which  I  think 
is  going  to  be  recognized  very  shortly  as 
imperative,  and  I  would  be  interested  to 
know  whether  or  not  the  Senator  from 
Vermont  would  be  now  equally  concerned 
in  adopting  the  recommendations  for  cur 
industrial  mobilization  contained  in  the 
studies  of  the  War  Department  over  the 
last  20  years  and  in  its  final  revised  plan? 

Mr.  AUSTIN.  I  cannot  answer  the 
question  in  the  form  in  which  it  is  asked, 
for  I  do  not  remember  those  recom¬ 
mendations. 

Mr.  BREWSTER.  I  feel  very  strongly 
that,  in  this  crisis,  when  we  have  avail¬ 
able  the  benefit  of  20  years  of  study  by 
responsible  authorities  of  the  War  De¬ 
partment,  commissioned  by  the  Congress 
for  that  purpose,  following  the  experi¬ 
ence  of  the  last  war,  any  deviation  from 
that  program  in  this  time  of  crisis  merits 
very  careful  consideration.  The  plan,  I 
may  say,  under  which  we  are  now  op¬ 
erating  is  utterly  different  from  that 
contemplated  by  the  War  Department 
in  its  studies. 

Mr.  AUSTIN.  Mr.  President,  let  me 
say  that  the  principle  for  which  the 
Senator  from  Maine  speaks  I  believe  to 
be  a  correct  principle  of  procedure.  I 
cannot  recall  those  recommendations. 
I  may  have  read  them  at  some  time,  but 
I  am  not  entirely  certain  that  I  have 
read  them.  At  any  rate,  I  do  not  iden¬ 
tify  the  precise  thing  to  which  the  Sena¬ 
tor  is  now  referring.  I  think  the  Senator 
from  Maine  will  recall  that  very  early 
in  the  attempt  to  organize  industrial 
procurement  I  offered  a  bill  to  create  a 
civilian  agency  which  would  have  su¬ 
preme  authority  over  the  procurement  of 
supplies  for  both  the  Army  and  the  Navy. 
I  believed  in  that  principle.  It  was  de¬ 
feated,  and  I  have  no  complaint  to  make, 
because  I  now  see  that  in  the  organiza¬ 
tion  of  the  Office  of  Production  Manage¬ 
ment  the  same  thing  is  being  done;  and 
it  is  apparent  to  me  from  the  hearings 
and  my  observation  outside  the  hearings 
that  the  civilian  expert  on  production — 
in  this  case  Mr.  Stettinius — will  have  su¬ 
preme  control  over  priorities  not  merely 
in  the  military  and  naval  departments 
but  also  outside  and  in  the  civilian  field. 


Mr.  BREWSTER.  Does  not  the  Sena¬ 
tor  recognize  that  we  are  superimposing 
an  authority  over  the  one  responsible  for 
procurement,  whereas  the  whole  essence 
of  these  studies,  I  may  say,  with  which 
the  Senator  says  he  is  not  now  familiar, 
was  that  there  must  be  one  man  re¬ 
sponsible  for  procurement,  who  would 
have  absolute  power  both  over  procure¬ 
ment  and  priorities,  as  Mr.  Baruch  did 
in  the  administration  of  the  War  Indus¬ 
tries  Board? 

Mr.  AUSTIN.  Yes;  I  would  prefer  that. 

Mr.  BREWSTER.  Until  we  achieve 
that  we  are  going  to  have  some  of  the 
chaos  and  confusion  which  now  unfor¬ 
tunately  seem  to  prevail.  We  have  seven 
men  in  the  Advisory  Council  of  Defense. 
We  have  four  in  the  Office  of  Production 
Management,  when  all  the  studies  of  our 
Defense  Committee  have  indicated  that 
centering  responsibility  is  the  only  way 
to  accomplish  the  things  which  we  desire. 

Now  we  are  proposing  to  create  a  stat¬ 
utory  power  of  priorities,  not  of  procure¬ 
ment;  it  is  distinct  from  that;  and,  unless 
we  can  concentrate  that  power  in  one 
man,  we  are  going  to  continue  the  pres¬ 
ent  unfortunate  course,  which  certainly 
is  not  accomplishing  all  that  we  desire. 

Mr.  AUSTIN.  I  recognize  the  validity 
of  the  views  of  the  Senator  from  Maine. 
I  think  if  we  were  starting  now  “at 
scratch,”  and  had  it  in  our  power  to  set 
up  the  plan  ourselves,  I  would  much 
prefer  the  one-man  type  of  organization 
to  the  dual-headed  organization.  I 
would  very  much  prefer  it  because  of 
several  considerations,  one  of  which  is  the 
probability  of  avoiding  delays  from  the 
conflict  of  view.  I  believe  that  efficiency 
and  expedition  and  other  elements  would 
be  promoted  by  centralizing  in  one  per¬ 
son  the  supreme  control.  So,  if  we  were 
“starting  from  scratch,”  I  would  be  with 
the  Senator  from  Maine  on  that,  but  we 
are  not  “starting  from  scratch”;  we  are 
dealing  with  a  condition  of  affairs  which 
we  have  already  created  by  Public  Law 
671  of  the  Seventy-sixth  Congress,  in 
which  the  following  language  occurred: 

And  deliveries  of  material  under  all  orders 
placed  pursuant  to  the  authority  of  this  sec¬ 
tion  and  all  other  naval  contracts  or  orders 
and  all  Army  contracts  and  orders  shall,  in 
the  discretion  of  the  President,  take  priority 
over  all  deliveries  for  private  account  or  for 
export. 

That  is  what  we  are  dealing  with;  it  is 
that  authority  which  we  passed  over  to 
the  President  in  Public  Law  No.  671  of 
the  Seventy-sixth  Congress.  We  find 
now  that  it  was  not  adequate  to  take 
care  of  the  entire  energy  of  the  country 
which  we  now  realize  it  is  necessary  to 
enlist  in  this  great  effort,  and  that  we 
must  have  some  way  of  taking  care  of 
civilian  enterprise. 

We  say  that  a  certain  proportion  of 
natural  products  are  consumed  in  the 
development  and  production  of  Army 
and  military  equipment,  and  there  is 
left  a  residue  which  is  not  adequate  to 
take  care  of  all  the  civilian  demands. 
How  are  we  going  to  maintain  order, 
how  are  we  going  to  continue  to  do  jus¬ 
tice  and  equity,  if  we  do  not  have  some 
power  somewhere  to  quota  that  residue 
among  all  the  civilians  who  are  rushing 
and  struggling  to  get  there  first,  and  to 


get  all  they  can  of  the  material?  So,  to 
try  to  restore  order  in  any  industry,  to 
try  to  conserve  resources,  to  try  to  do 
justice  and  to  keep  peace  among  the 
people,  all  those  objectives  are  contained 
in  the  establishment  of  the  same  power 
in  the  same  body  over  the  balance  which 
is  available  to  civilians  as  has  already 
been  created  with  respect  to  contracts 
and  demands  of  the  Military  and  Naval 
Establishments. 

Mr.  HILL.  Mr.  President,  with  respect 
to  the  War  Department  plans,  let  me  say 
that  of  course  it  was  impossible  for  the 
men  making  these  plans  some  years  ago 
to  foresee  many  things  that  have  come 
to  pass.  For  instance,  2  or  3  or  4  or  5  or 
10  years  ago  who  in  the  wide  world  could 
have  foreseen  the  enactment  of  the  lend- 
lease  bill?  We  are  confronted  today  with 
many  things,  but  the  paramount  and  the 
compelling  need  is  for  speed  and  more 
speed  in  our  production;  and  it  would  be 
most  unfortunate  to  adopt  the  House 
amendment  or  adopt  any  amendment  to 
this  bill  which  would  in  any  way  cause 
delay,  which  would  in  any  way  interfere 
with  the  present  harmony,  coordination, 
and  efficiency  with  which  the  production 
program  is  being  carried  out. 

I  very  much  hope  the  recommendation 
of  the  Senate  committee,  made  unani¬ 
mously  by  the  membership  of  that  com¬ 
mittee,  will  be  agreed  to,  and  the  House 
amendment  will  be  voted  down,  and  the 
bill  passed. 

Mr.  DANAHER.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HILL.  Yes;  I  yield. 

Mr.  DANAHER.  I  should  like  to  invite 
the  attention  of  the  Senator  from  Ala¬ 
bama  to  page  2  of  the  bill,  beginning  in 
line  24  and  going  to  the  end  of  the 
sentence  at  the  top  of  page  3,  specifically 
calling  his  attention  to  the  following  lan¬ 
guage: 

The  President  shall  be  entitled  to  *  *  * 

make  such  inspection  of  the  premises  of  any 
person,  firm,  or  corporation  as  may  be  neces¬ 
sary  or  appropriate,  in  his  discretion,  to  the 
enforcement  or  administration  of  the  pro¬ 
visions  of  this  section. 

Does  the  Senator  know  any  reason  why 
we  cannot  properly  add  a  proviso  to  that 
sentence  to  the  effect  that  the  dwelling  of 
no  person  shall  be  inspected  or  searched 
other  than  in  accordance  with  the  pro¬ 
visions  of  title  XI  of  the  Espionage  Act 
of  June  15,  1917? 

Mr.  HILL.  Mr.  President,  so  far  as  a 
dwelling  or  home  is  concerned,  I  know  no 
reason  why  there  should  be  any  need  for 
an  inspection  there.  I  do  not  think  any 
manufacturer  could  haul  away  very  much 
stuff  and  put  it  in  his  house,  and  I  do  not 
think  it  is  contemplated  under  this  lan¬ 
guage  in  the  bill  to  inspect  people’s  pri¬ 
vate  homes.  Of  course,  it  has  in  mind 
only  their  plants  shall  be  inspected,  to 
determine  what  stock  they  may  have  on 
hand,  what  their  productive  capacity  may 
be,  and  all  these  things  that  we  must 
know  about  if  we  are  to  have  the  right 
kind  of  priorities  system.  So  far  as  a 
dwelling  house  is  concerned,  I  know  no 
reason  why  that  amendment  should  not 
go  in.  I  have  no  objection  to  the  amend¬ 
ment.  I  do  not  think  it  is  necessary  at 
all,  but  if  it  will  make  the  Senator  hap¬ 
pier  in  voting  for  the  bill  I  know  no  rea- 
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'son  why  the  amendment  should  not  be 
adopted. 

— -Mr.  DANAHER.  I  thank  the  Senator. 

Mr.  TAFT.  Mr.  President,  I  have  lis¬ 
tened  with  interest  to  the  Senator  from 
Alabama  [Mr.  Hill],  and  I  agree  with 
him  in  general  on  the  question  of  this 
particular  amendment.  I  do  not  believe 
the  provision  put  in  the  House  bill  is  a 
wise  way  of  dealing  with  the  situation. 
On  the  other  hand,  I  also  agree  that  we 
need  additional  powers  to  order  priorities, 
so  I  do  not  intend  to  oppose  the  bill;  but 
I  think  the  time  has  come  to  criticize  the 
method  which  is  now  pursued,  is  carried 
out  in  this  bill,  and  has  been  carried  out 
before,  in  setting  up  the  emergency  or¬ 
gan  zations  of  the  United  States  Govern¬ 
ment. 

This  bill  does  not  prescribe  that  the 
Division  of  Priorities  shall  be  in  the 
O.  P.  M.  It  simply  gives  the  President 
power  to  put  it  anywhere  he  chooses  to 
put  it;  and  up  to  this  time  he  has  steadily 
created  new  bureaus  for  practically  every 
purpose,  until  today  we  have  a  whole 
series  of  coordinate  bureaus.  The 
O.  P.  M.,  which  was  touted  when  we 
changed  the  Council  of  National  Defense 
in  November,  has  been  steadily  cut  down 
in  its  powers.  Other  coordinate  bureaus 
have  been  created.  We  are  getting  fur¬ 
ther  and  further  from  the  theory  of  a 
War  Resources  Administration  with  a 
single  head,  which  was  prescribed  by  the 
industrial  mobilization  plan;  and  it  seems 
to  me  it  is  up  to  Congress  today  to  de¬ 
velop  a  plan  of  organization  for  the 
emergency  division  with  reasonable  elas¬ 
ticity,  but  with  some  kind  of  definite 
system  prescribed. 

The  situation  which  is  created  today  is 
exceedingly  complicated  and  almost  im¬ 
possible  to  understand.  The  President 
is  creating  a  whole  series  of  bureaus  in 
his  own  Executive  Office,  a  kind  of  su¬ 
perbureaucracy,  over  and  above  and 
separate  from  all  the  departments  of  the 
Government  which  Congress  has  estab¬ 
lished. 

In  the  Executive  Office  today  there  are 
.  six  different  divisions,  of  which  one  is 
the  Office  for  Emergency  Management. 
They  are,  according  to  the  Executive 
order — 

F.rst.  The  White  House  Office. 

Second.  The  Bureau  of  the  Budget. 

Those  are  set  up  by  Congress. 

Third.  The  National  Resources  Plan¬ 
ning  Board.  The  authority  of  that  Board 
is  exceedingly  limited.  Its  statutory  au¬ 
thority  is  not  definite.  We  have  appro¬ 
priated  money  for  it  on  the  theory  that 
it  was  a  continuation  of  somebody  to 
study  unemployment. 

Fourth.  The  liaison  office  for  person¬ 
nel  management.  I  do  not  know  what 
that  is. 

Fifth.  The  Office  of  Government  Re¬ 
ports.  That  is  not  authorized,  although 
we  are  now  asked  to  authorize  it  by  a  bill 
before  this  body. 

Sixth.  In  the  event  of  a  national  emer¬ 
gency,  the  Office  for  Emergency  Man¬ 
agement. 

The  Office  for  Emergency  Management 
seems  to  be  a  purely  paper  organization, 
with  a  gentleman  named  Wayne  Coy,  one 
of  the  President’s  secretaries  as  the  head 
of  the  Office.  Under  him  there  are  six  or 


seven  different  offices  ar.d  bureaus  that 
have  been  created  in  the  past  month  or 
two.  One  of  them  is  the  Office  of  Pro¬ 
duction  Management.  That  is  the  main 
body.  In  my  opinion,  that  ought  to  be  a 
predominant  body,  a  body  with  a  single 
head  under  whom  can  be  arranged  all 
the  various  emergency  departments  of 
the  Government;  but  that  is  not  so.  It 
is  merely  one  of  a  coordinate  series  of 
bureaus  which  have  been  created  since 
the  O.  P.  M.  For  instance,  the  whole 
subject  of  housing  was  taken  away  from 
the  O.  P.  M.  and  a  Coordinator  of  De¬ 
fense  Housing  was  set  up,  in  addition  to 
four  or  five  different  housing  bureaus  that 
already  exist;  and  the  O.  P.  M.  today  has 
nothing  whatever  to  say  about  the  pro¬ 
duction  of  materials  for  housing  or  how 
the  priorities  for  housing  may  be  deter¬ 
mined. 

Then  we  have  the  National  Defense 
Mediation  Board,  which  is  entirely  inde¬ 
pendent,  and  independent  of  other  labor 
organizations. 

Then  we  have  something  called  the 
Division  of  Defense  Aid  Reports,  which 
has  been  created  separately,  apparently 
to  deal  with  some  features  of  the  lease- 
lend  organization,  under  Major  General 
Burns,  who  also  is  entirely  independent 
of  the  O.  P.  M. 

Then  we  have  something  called  the 
other  bureau  created  or  to  be  created 
under  Harry  Hopkins  to  administer  the 
Lease-Lend  Act.  When  the  lease-lend 
bill  was  before  us  we  were  told  that  that 
was  to  be  coordinated,  presumably  under 
the  O.  P.  M.;  but  we  have  a  separate 
bureau,  and  the  O.  P.  M  has  nothing  to 
do  with  the  production  of  the  lease-lend 
materials  for  Britain,  so  far  as  I  can 
discover. 

There  is  now  talk  of  an  additional 
bureau  of  home  defense,  under  which 
many  other  organizations  are  to  be  pro¬ 
vided.  Last  year  when  the  bills  were  be¬ 
fore  us,  the  able  Senator  from  Vermont 
offered  an  amendment,  and  I  offered  an 
amendment,  urging  at  that  time  that  we 
try  to  coordinate  the  defense  activities 
under  one  head.  As  the  Senator  from 
Maine  has  pointed  out,  that  has  been 
prescribed  for  years  by  the  defense  mobi¬ 
lization  plan.  The  Army  and  the  Navy 
themselves  have  a  program.  Every  gov¬ 
ernment  in  the  World  War  found  that 
before  they  could  become  efficient  in  the 
war  they  had  to  have  some  kind  of  a 
division  of  munitions. 

This  defense  plan  provides: 

All  economic  functions  which  must  be  ex¬ 
ercised  in  time  of  war  are  interrelated  and 
interdependent.  It  is  therefore  highly  im¬ 
portant  that  one  major  emergency  agency  be 
created  to  coordinate  the  performance  of 
these  functions  and  that  other  agencies  be  set 
up  only  as  the  necessity  arises  to  supplement 
the  work  of  the  key  agency. 

Those  are  the  words  of  the  Secretary 
of  War  and  the  Secretary  of  the  Navy  in 
the  report  brought  up  to  1939.  The  re¬ 
port  proceeds: 

It  is  considered  highly  desirable  that  the 
key  superagency  for  wartime  industrial  co¬ 
ordination  should  be  the  War  Resources  Ad¬ 
ministration.  In  order  that,  wherever  pos¬ 
sible,  planned  measures  may  anticipate  the 
problems  which  will  inevitably  arise  to  dis¬ 
rupt  our  national  war  economy,  the  War 


Resources  Administration  in  skeleton  form 
should  be  set  up  as  early  as  practicable. 

*  *  *  The  War  Resources  Administration 

should  serve  not  only  to  facilitate  the  tran¬ 
sition  from  a  peace  to  a  war  economy  but, 
pending  the  establishment  of  other  suggested 
superagencies,  it  would,  insofar  as  possible, 
perform  those  functions  discussed  later  in 
detail  *  *  * 

This  report  has  been  entirely  ignored, 
so  far  as  the  setting  up  of  these  bureaus 
is  concerned.  The  result  inevitably  is 
confusion.  I  do  not  know  whether  under 
the  pending  bill  this  power  to  order  pri¬ 
orities  will  be  given  to  the  O.  P.  M.  After 
all,  there  is  just  as  much  logic  for  putting 
it  somewhere  else.  They  also  have  to 
order  priorities  for  the  Housing  Adminis¬ 
tration,  they  also  have  to  order  priorities 
for  the  Army,  and  they  also  have  to  order 
priorities  for  the  Navy.  They  have  to 
order  priorities  for  the  lease-lend  organi¬ 
zation,  under  Mr.  Hopkins.  Perhaps  Mr. 
Hopkins  is  the  one  who  should  handle 
the  matter,  or  perhaps  Mr.  Coy,  under  the 
Federal  Security  Agency,  if  he  is  to  co¬ 
ordinate  the  priorities  of  all  these  other 
bureaus  which  are  created. 

There  is  one  other  feature  to  which  I 
wish  to  call  attention,  and  that  is  the 
power  with  regard  to  the  administration 
of  labor  problems  today.  We  have  the 
O.  P.  M.  Mr.  Sidney  Hillman  is  active 
throughout  the  country.  He  has  repre¬ 
sentatives  in  different  parts  of  the  coun¬ 
try  representing  the  O.  P.  M.  in  the  set¬ 
tlement  of  labor  disputes.  We  have  the 
Conciliation  Division  of  the  Labor  De¬ 
partment,  under  Mr.  Steelman,  I  think 
it  is.  We  have  the  National  Labor  Rela¬ 
tions  Board.  I  know  of  a  strike  threat¬ 
ened  in  Cincinnati  today,  in  connection 
with  which  there  are  sitting  in  with  the 
unions,  which  are  disputing  the  control 
of  a  certain  company,  representatives  of 
three  agencies  of  the  Government,  a  rep¬ 
resentative  of  the  National  Labor  Rela¬ 
tions  Board,  a  representative  of  Sidney 
Hillman,  of  the  O.  P.  M.,  who  incidentally 
is  and  has  been  for  a  long  time  one  of 
the  leading  C.  I.  O.  leaders  of  Cincinnati, 
and  a  representative  of  the  Department 
of  Labor.  They  are  sitting  there  to  de¬ 
termine  whether  some  form  of  election 
can  be  worked  out. 

It  seems  to  me  obvious  that  if  we  are 
to  deal  effectively  with  the  labor  problem, 
there  must  be  someone  in  the  Govern¬ 
ment  who  can  speak  with  authority,  who, 
when  he  lays  down  a  proposition,  is 
known  to  speak  for  the  United  States 
Government  and  for  the  President  of  the 
United  States.  This  method  of  merely 
allotting  to  the  President,  whenever  we 
create  a  new  power,  the  power  to  give  it 
to  any  agency  he  chooses,  has  worked  out 
in  complete  confusion,  and  it  seems  to 
me  it  should  be  changed  today  by  the 
enactment  of  a  comprehensive  law  of 
some  kind  dealing  with  this  problem. 

The  whole  problem  of  price  control 
under  Mr.  Henderson  is  certainly  vitally 
important  in  the  defense  program.  Cer¬ 
tainly  the  O.  P.  M.  must  be  vitally  con¬ 
cerned  with  knowing  what  the  prices  of 
various  raw  materials  are  to  be.  Cer¬ 
tainly  it  is  something  in  which  they 
should  have  a  voice. 

It  seems  to  me  that  the  President  of 
the  United  States  is  utterly  unable,  physi¬ 
cally  unable,  if  you  please,  to  coordinate 
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the  work  of  a  dozen  different  bureaus; 
that  in  this  particular  field  there  should 
be  a  bureau  with  a  single  head,  or,  if 
necessary,  a  board.  The  mobilization 
plan  calls  for  a  single  head,  and  I  think 
probably  that  is  better;  but  certainly  to¬ 
day,  so  long  as  we  go  on  saying  to  the 
President,  “You  are  the  coordinator; 
you  are  the  one  who  has  to  coordinate 
all  these  different  defense  agencies,”  it 
is  inevitable  that  we  are  to  have  con¬ 
fusion  in  the  administration  of  the  de¬ 
fense  program. 

I  introduced  a  bill  to  create  a  War 
Resources  Administration.  I  do  not 
know  the  inside  requirements.  It  prob¬ 
ably  needs  substantial  amendment.  It 
may  be  that  in  some  way  the  economic 
control  should  be  vested  in  one  body,  or 
the  labor  control  in  one  body,  but  in  any 
event  it  seems  to  me  it  is  up  to  Congress 
to  work  out  a  skeleton  plan,  at  least,  with 
reasonable  elasticity,  to  provide  a  single, 
coordinated,  efficient  control  of  the  de¬ 
fense  program.  [Manifestations  of  ap¬ 
plause  in  the  galleries.] 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Farland  in  the  chair) .  The  Chair  must 
admonish  the  occupants  of  the  galleries 
that  they  are  required,  under1  the  rules 
of  the  Senate,  to  maintain  order. 

Mr.  BREWSTER.  Mr.  President,  my 
criticism  of  the  pending  measure  would 
be  rather  for  what  it  fails  to  do,  than  for 
what  it  does.  In  line  with  thj  discussion 
which  has  preceded  these  remarks,  it  is 
my  feeling  that  the  country  is  in  quite  a 
state  of  confusion  as  to  what  is  going  on. 
We  have  had  representatives  of  the  Office 
of  Production  Management  before  the 
committee  investigating  defense,  and, 
after  the  somewhat  rosy  picture  which 
was  presented,  we  asked  them  more  spe¬ 
cifically  for  information  as  to  what  was 
the  total  production.  This  is  a  totali¬ 
tarian  age.  We  read  about  1,500  planes 
a  month  as  the  maximum  production, 
which  is  a  record.  But  the  country  little 
realizes  that  in  order  to  get  adequate  de¬ 
fense  we  require  2,000,000  items  in  a 
modern  mechanized  defense.  One  of 
them  is  2,000,000  pairs  of  pants,  because 
an  army  cannot  fight  without  pants.  So 
I  asked  the  Office  of  Production  Manage¬ 
ment  to  furnish  us  with  the  figures  as  to 
what  was  our  total  production,  in  con¬ 
templation,  and  in  actual  achievement. 
To  me,  the  report  was  extremely  dis¬ 
quieting,  indicating  that  the  failure  to 
adopt  a  program  of  industrial  mobiliza¬ 
tion  was  resulting-  most  disastrously. 

I  am  informed  by  the  statistical  divi¬ 
sion  of  the  Office  of  Production  Manage¬ 
ment  that  it  was  hoped  that  we  would 
produce  $17,000,000,000  worth  of  defense 
materials  this  year,  out  of  a  total  na¬ 
tional  income  of  $85,000,000,000,  20  per¬ 
cent  of  our  national  resources  dedicated 
to  defense,  compared  with  50  percent  in 
Germany  and  Britain  at  the  present 
time. 

But  they  further  pointed  out  that  dur- 
the  first  3  months  of  this  year  our  total 
production  for  defense  was  two  billion 
and  a  half  dollars,  or  at  an  annual  rate 
of  $10,000,000,000,  instead  of  $17,000,000,- 
000,  which  was  the  very  modest  estimate 
we  originally  designated. 

They  further  pointed  out  that  if  we 
should,  by  stepping  up  our  monthly  pro¬ 


duction  from  the  first  month  on  of  the 
calendar  year  1941,  achieve  a  $17,000,- 
000,000  production  this  year,  it  would 
mean  that  in  December  this  year  we 
would  be  obliged  to  produce  two  billion 
and  a  half  dollars’  worth  of  defense  ma¬ 
terials,  which  was  our  total  production 
for  3  months  in  the  first  period.  In  other 
words,  as  they  indicate,  it  was  an  utterly 
impossible  goal,  and  that  rather  than 
$17,000,000,000  worth  of  things  for  de¬ 
fense  this  year,  about  the  best  we  could 
hope  for — and  this  was  a  month  ago — 
was  twelve  to  thirteen  billion  dollars’ 
worth  of  defense  materials. 

Since  the  first  quarter  we  have  had  our 
report  for  the  month  of  April  showing 
that  production  has  declined  rather  than 
increased,  as  a  result  of  various  unfor¬ 
tunate  developments  with  which  we  are 
familiar. 

How  is  this  related  to  the  question  we 
are  here  considering?  Until  someone  is 
made  responsible  for  accomplishing  the 
result  to  which  America  has  very  defi¬ 
nitely  set  its  hand,  with  the  almost  unan¬ 
imous  approval  of  all  the  Members  of 
Congress,  in  providing  for  our  adequate 
defense,  we  are  going  to  continue  this 
policy  of  drift,  until  chaos  and  confusion 
multiplied  will  result  in  this  country 
awakening  to  the  fact  that  our  chief  pro¬ 
tection  against  war  today  is  the  very 
weakness  of  our  industrial  production. 

The  reason  we  are  not  likely  to  have 
war  in  the  next  few  months  is  because 
Mr.  Hitler  has  no  desire  to  stir  us  up. 
So  long  as  we  continue  the  present  con¬ 
fusion,  so  long  as  we  continue  the  present 
ineffective  program  of  production,  there 
is  no  reason  to  anticipate  that  Mr.  Hitler 
will  bother  with  us,  until  he  has  disposed 
of  some  more  immediate  problems  he  has 
upon  his  hands.  I  do  not  think  any 
American  is  going  to  take  very  much 
pride  in  a  recognition  of  the  fact  that  our 
only  protection  at  the  present  time  is  the 
very  weakness  of  our  defense. 

Mr.  President,  we  had  Mr.  Knudsen 
and  all  the  other  members  of  the  Office 
of  Production  Management  before  our 
committee.  Mr.  Knudsen  summed  it  all 
up.  We  asked  each  member  as  he  came 
before  us  how  this  matter  was  working 
out,  and  one  or  another  hesitated  very 
definitely  to  criticise  the  organization  of 
which  he  was  a  part.  As  the  Secretary 
of  War,  Mr.  Stimson,  very  modestly  sug¬ 
gested,  he  was  a  member  of  the  team, 
and  he  had  to  play  ball.  He  did  not  re¬ 
pudiate  the  report  of  the  War  Industries 
Mobilization  of  his  own  department.  He 
simply  said  he  was  a  member  of  the 
team,  doing  the  best  he  could,  which  was 
a  very  commendable  attitude. 

Originally  there  were  seven  members 
of  the  Advisory  Commission  on  National 
Defense,  whose  only  powers  were  to  ad¬ 
vise  a  body,  whose  only  powers  were  to 
recommend.  That  was  statutory.  Every 
one  agreed  that  it  was  a  colossal  failure 
throughout  the  5  or  6  months  it  was  try¬ 
ing  to  function  last  year. 

Then  we  had  the  Office  of  Production 
Management,  with  four  members,  the 
Secretary  of  War,  the  Secretary  of  the 
Navy,  Mr.  Knudsen,  and  Mr.  Hillman,  a 
four-headed  body  which  is  unique  in  ex¬ 
ecutive  annals  to  accomplish  results.  We 
have  been  going  along  under  that  now 


for  some  months,  and  I  take  it  we  are  all 
concerned  with  our  progress. 

I  have  given  the  figures  as  to  our  total 
production  to  indicate  that  the  situa¬ 
tion  is  not  calculated  to  be  encouraging. 
So  we  asked  Mr.  Knudsen  out  of  the  40 
years  of  his  industrial  experience,  how 
this  program  was  working  out.  Mr. 
Knudsen  was  in  a  somewhat  embarrass¬ 
ing  position,  like  Mr.  Stimson,  but  it 
seemed  to  me  that  his  answer  was  a 
tribute  to  his  power  to  compress  a  pro¬ 
found  philosophic  truth  into  very  few 
words,  because  when  I  asked  him  to  com¬ 
pare  the  functioning  of  the  Advisory 
Commission  of  seven  and  the  present 
Office  of  Production  Management,  this 
was1  what  he  said:  “Well,  there  were 
seven,  and  now  there  are  five.”  That  was 
his  complete  answer  to  the  question  of 
whether  or  not  we  had  accomplished  that 
effective  concentration  of  power  which  is 
imperative  if  America  is  to  be  protected, 
as  I  know,  everyone  in  the  Congress  most 
desires. 

Mr.  President,  that  is  why  I  feel  that 
the  bill  we  are  now  considering  presents 
the  most  appropriate  occasion  to  con¬ 
sider  whether  America  is  awake,  whether 
America  realizes  the  failure  of  our  indus¬ 
trial  mechanism  to  function  in  a  way 
that  is  imperative  if  we  are  to  be  ade¬ 
quately  prepared. 

I  know  the  Senator  from  Alabama  is 
concerned  about  this,  because  in  the 
greatest  bottleneck  of  our  defense,  pro¬ 
duction  of  aluminum,  he  has  made  a  con¬ 
tribution  which  will  ultimately  be  recog¬ 
nized  as  calculated  to  solve  in  some 
measure  that  most  critical  point  in  our 
defense.  Yet  what  did  we  find  in  the 
evidence  of  the  last  2  days?  In  admin¬ 
istering  priorities,  with  which  we  are  here 
concerned,  as  the  Senator  from  Alabama 
has  stated,  there  was  constituted  a  vot¬ 
ing  committee  of  four  members  to  con¬ 
sider  priorities,  one  from  the  Army  and 
one  from  the  Navy,  very  properly  to  look 
after  our  defense,  and  that  was  right; 
but  who  were  the  other  two  members? 
One  of  them  was  one  of  those  most  vitally 
concerned  with  procuring  aluminum  for 
the  product  uses  of  the  concerns  with 
which  he  was  associated,  and  when  we 
examined  the  priorities  we  found  that  the 
organizations  with  which  he  was  associ¬ 
ated  had  60  to  80  percent  of  their  needs 
provided,  while  other  organizations  con¬ 
cerned  with  food,  concerned  with  tex¬ 
tiles,  concerned  with  clothing,  had  10 
percent  of  their  needs  provided.  I  be¬ 
lieve  that  no  member  of  this  body  will 
desire  that  the  determination  of  these 
matters  shall  be  entrusted  to  persons 
with  a  very  great  private  interest. 
Whether  or  not  that  will  result  under  the 
provisions  of  this  measure  only  time  can 
tell. 

I  am  one  of  those  who  do  not  believe 
that  the  President  should  be  expected 
to  assume  all  the  responsibilities  which 
are  involved  in  the  various  powers  we 
are  bestowing.  I  believe  the  more  quick¬ 
ly  statutory  administrators  are  created, 
with  defined  powers  within  the  broad 
needs  which  are  obviously  necessary,  the 
more  quickly  our  Government  and  our 
economic  system  will  begin  to  function  in 
the  way  so  imperatively  required. 
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That  is  why  I  hope  to  see  the  Senator 
from  Alabama  and  the  others  associated 
with  him  in  our  military  defense  soon 
present  to  us  the  fruits  of  their  studies 
of  the  industrial  mobilization  plan  car¬ 
ried  on  for  20  years,  which  are  all  avail¬ 
able.  and  only  waiting  to  be  applied.  I 
hope  Mr.  Baruch  and  all  the  others  who 
are  familiar  with  this  plan  will  bring  to 
us  a  concerted  program  that  shall  elimi¬ 
nate  the  confusion  in  council  which  is 
the  inevitable  result  of  the  conditions 
which  now  prevail.  In  the  consideration 
of  this  measure,  with  which  I  have  no 
intention  to  disagree,  I  would  be  equally 
well  satisfied  if  we  created  a  statutory 
authority  for  priorities,  striking  out  the 
last  sentence,  which  provides  mandatory 
powers  in  the  Joint  Army  and  Navy  Mu¬ 
nitions  Board,  because  I  am  in  full  agree¬ 
ment  with  the  committee  as  to  the 
wisdom  of  the  elimination  of  that  con¬ 
trol,  but  I  would  go  much  further  than 
the  committee  now  contemplates.  I 
would  follow  the  lessons  of  two  decades, 
the  fruits  of  our  last  tragic  experience 
in  war,  as  the  Senator  from  Vermont 
[Mr.  Austin]  pointed  out,  when  for  12 
months  after  the  crisis  came*  we  drifted 
along  until  we  discovered  that  the  con¬ 
centration  of  industrial  procurement  was 
the  only  way  that  we  could  ever  accom¬ 
plish  the  results  this  country  now  desires. 
In  that  hope — and  I  almost  say  expecta¬ 
tion — I  trust  the  Senate  will  give  atten¬ 
tion  to  this  problem  without  very  much 
more  delay. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  committee 
amendment  on  page  3,  lines  6  to  11, 

inclusive. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The  clerk 
will  state  the  next  committee  amend¬ 
ment. 

The  next  amendment  of  the  Committee 
on  Military  Affairs,  was,  on  page  3,  line 
12,  to  strike  out: 

“(3)  The  President  may  exercise  any  power, 
authority,  or  discretion  conferred  on  him  by 
this  section  through  a  Director  of  Priorities 
(in  this  paragraph  called  the  ‘Director’) ,  whom 
he  is  authorized  to  appoint  by  and  with  the 
advice  and  consent  of  the  Senate.  The  Direc¬ 
tor  shall  receive  compensation  at  the  rate  of 
(12,000  per  annum,  and  is  authorized  to  ap¬ 
point  and  fix  the  compensation  of  such  officers 
and  employees  as  may  be  necessary  to  carry 
out  his  powers  under  this  section.  The  Di¬ 
rector  shall  exercise  his  powers  under  para¬ 
graphs  (1)  and  (2)  of  this  section  with  the 
assistance  of  Industry  committees,  which  he 
is  hereby  directed  to  establish  and  utilize, 
and  upon  the  basis  of  information  furnished 
to  him  by  such  Industry  committees  and  upon 
the  basis  of  such  other  Information  as  he 
deems  pertinent.  Such  powers  shaU  be  exer¬ 
cised  by  the  Director  only  after  prior  approval 
of  such  exercise  by  the  Joint  Army  and  Navy 
Munitions  Board.” 

The  amendment  was  agreed  to. 

Mr.  DANAHER.  Mr.  President,  I  offer 
an  amendment,  which  I  send  to  the  desk 
and  ask  to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Connecticut  will  be  stated. 

The  Chief  Clerk.  On  page  3,  line  2, 
after  the  word  “section”,  it  is  proposed  to 
insert: 

Provided,  No  such  inspection  shall  be  made 
of  any  private  dwelling,  occupied  as  such, 


without  a  warrant  directing  the  search  issued 
in  accordance  with  the  requirements  of  title 
XI,  chapter  30.  of  the  act  of  June  15,  1917 
(Espionage  Act) . 

Mr  HILL.  Mr.  President,  I  know  of 
no  objection  to  the  amendment. 

The  PRESIDING  OFFICER  Without 
objection,  the  amendment  is  agreed  to. 

The  bill  is  still  before  the  Senate  and 
open  to  further  amendment.  If  there  be 
no  further  amendments  to  be  proposed, 
the  question  is  on  the  engrossment  of  the 
amendments  and  the  third  reading  of 
the  bill. 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  io  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The 
question  now  is,  Shall  the  bill  pass? 

The  bill,  H.  R.  4534,  was  passed. 

Mr.  HILL.  Mr.  President,  I  move  that 
the  Senate  insist  on  its  amendments, 
request  a  conference  with  the  House  of 
Representatives  thereon,  and  that  the 
Chair  appoint  the  conferees  on  the  part 
of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Rey¬ 
nolds.  Mr.  Johnson  of  Colorado,  Mr.  Hill, 
Mr.  Austin,  and  Mr.  Bridges  conferees 
on  the  part  of  the  Senate. 

CALL  OP  THE  ROLL 

Mr.  HILL.  I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER.  The  clerk 
will  call  the  roll. 

The  Chief  Clerk  called  the  roll,  and  the 
following  Senators  answered  to  their 
names: 


Adams 

EUender 

Norris 

Aiken 

George 

O'Mahoney 

Andrews 

Gerry 

Overton 

Austin 

Gillette 

Pepper 

Bailey 

Glass 

Radcliffe 

Ball 

Guffey 

Reynolds 

Bankhead 

Gurney 

Rosier 

Barbour 

Hatch 

Russell 

Barkley 

Hayden 

Schwartz 

Bilbo 

Herring 

Shipstead 

Bone 

Hill 

Smathers 

Brewster 

Holman 

Smith 

Bridges 

Hughes 

Spencer 

Brown 

Johnson,  Calif. 

Stewart 

Bulow 

Johnson,  Colo. 

Taft 

Bunker 

La  Follette 

Thomas.  Okla. 

Burton 

Langer 

Thomas,  Utah 

Butler 

Lee 

Truman 

Byrd 

Lodge 

Tunnell 

Byrnes 

Lucas 

Vandenberg 

Capper 

McCarran 

Van  Nuys 

Chandler 

McFarland 

Wallgren 

Clark,  Idaho 

McNary 

Walsh 

Clark.  Mo. 

Maloney 

Wheeler 

Connally 

Mead 

Wiley 

Danaher 

Murdock 

Willis 

Downey 

Murray 

The  PRESIDING  OFFICER.  Eighty 
Senators  have  answered  to  their  names. 
A  quorum  is  present. 

EXTENSION  OP  OPERATIONS  OF  DIS¬ 
ASTER  LOAN  CORPORATION,  ELECTRIC 
HOME  AND  FARM  AUTHORITY,  AND 
RECONSTRT  CHON  FINANCE  CORPORA¬ 
TION 

Mr.  BROWN.  Mr.  President,  I  move 
that  the  '.senate  proceed  to  the  consider¬ 
ation  of  Calendar  No.  306,  Senate  bill 
1438. 

The  PRESIDING  OFFICER.  The  bill 
will  he  stated  by  title  for  the  information 
of  fie  Senate. 

’’.he  Chief  Clerk.  A  bill  (S.  1438)  to 
e:  tend  the  operations  of  the  Disaster 


<oan  Corporation  and  the  Electric  Home 
snd  Farm  Authority,  to  provide  for  in- 
ceasing  the  lending  authority  of  the 
R ’construction  Finance  Corporation,  and 
fo.  other  purposes. 

Vhe  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Michigan. 

T1  e  motion  was  agreed  to;  and  the 
Sena  e  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Banking  and  Currency  with 
amendments. 

The  PRESIDING  OFITCER.  The 
clerk  vrtll  state  the  first  committee 
amendment. 

The  first  amendment  ol  the  Committee 
on  Bankiag  and  Current  y  was,  on  page  2, 
after  line  4,  to  insert: 

Sec.  3.  (a!  The  first  sentence  of  section  10 
of  the  Rec.  nstructlor  Finance  Corporation 
Act,  as  ameided,  is  hereby  amended  by  in¬ 
serting  beforr  the  p  riod  at  the  end  thereof 
the  following-  "except  as  provided  in  sec¬ 
tion  4  (a)  of  he  Fublic  Debt  Act  of  1941.” 

The  amendment  was  agreed  to. 

'The  next  amendment  was,  on  page  2, 
line  11,  after  the  word  “is”,  to  strike  out 
“hereby”  ard  insert  “further”;  at  the 
end  of  line  12,  o  strike  out  “foregoing”; 
in  line  13  after  the  word  “exemptions”, 
to  insert  ‘pro viced  for  in  the  preceding 
sentence  ”;  in  lint  15,  after  the  word  “in¬ 
clude”  to  strike  cut  “sales  taxes  and  use 
taxes) ,  whether  nt  w,  heretofore,  or  here¬ 
after  imposed,  levied,  or  assessed,  and 
whether  for  a  patt,  present,  or  future 
taring  period,  are  h.  reby  extended  to  ap¬ 
ply  with  respect  to  Defense  Homes  Cor¬ 
poration,  and”  and  insert  “sales,  use, 
storage,  and  purchase  taxes”;  in  line  25, 
after  the  words  “Reconstruction  Finance 
Corporation",  to  insei1;  “under  section  5 
(d)  of  this  act,  as  amended”;  on  page  3, 
line  6,  after  the  words  "Reconstruction 
Finance  Corporation”,  to  insert  “and”; 
in  line  9,  after  the  words  “Reconstruction 
Finance  Corporation”  to  strike  out  “The” 
and  insert  “Such  exemp  ions  shall  also 
be  construed  to  be  applicable  to  the”; 
in  line  12,  after  the  word  ‘  any”,  to  strike 
out  “such  corporation  shal!  be  construed 
as  included  within  such  exemptions”  and 
insert  “corporation  referreo  to  in  clause 
(1) ,  (2) ,  or  (3)  of  the  preceding  sentence” 
so  as  to  read: 

(b)  Section  10  ol  the  Reconstruction  Fi¬ 
nance  Corporation  Act,  as  amends  d,  is  further 
amended  by  adding  at  the  end  thereof  the 
following  new  sentences:  “The  exemptions 
provided  for  in  the  preceding  sen  ence  with 
respect  to  taxation  (which  shall,  for  all  pur¬ 
poses.  be  deemed  to  Include  sales,  use,  stor¬ 
age,  and  purchase  taxes)  shall  be  construed 
to  be  applicable  not  only  with  respe.  t  to  the 
Reconstruction  Finance  Corporation  but  also 
with  respect  to  (1)  the  Defense  Plait  Cor¬ 
poration,  the  Defense  Supplies  Corp  ration, 
the  Metals  Reserve  Co.,  the  Rubber  reserve 
Co.,  and  any  other  corporation  heretofore 
or  hereafter  organized  or  created  by  ths  Re¬ 
construction  Finance  Corporation  undei  sec¬ 
tion  5d  of  this  act,  as  amended,  to  aid  the 
Government  of  the  United  States  in  its  na¬ 
tional-defense  program,  (2)  the  R.  F.  C. 
Mortgage  Co.,  the  Federal  National  Mortgige 
Association,  and  any  other  public  corpora¬ 
tion  heretofore  or  hereafter  organized  by  or 
at  the  instance  of  the  Reconstruction  Fi¬ 
nance  Corporation,  and  (3)  the  Disaster  Loan 
Corporation,  and  any  other  public  corpora¬ 
tion  which  is  now  or  which  may  be  hereafter 
wholly  financed  and  wholly  managed  by  the 
Reconstruction  Finance  Corporation.  Such 
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The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  nominations  of  postmasters 
are  confirmed  en  bloc. 

THE  JUDICIARY 

Mr.  CilANDLER-.  Mr.  President,  I  ask 
unanimous  consent  that  two  nominations 
reported  today  from  the  Committee  on 
the  Judiciary,  that  of  Judge  McAllister 
to  be  judge  of  the  United  States  Circuit 
Court  of  Appeals,  for  the  Sixth  Circuit, 
and  of  Hon.  Sherman  Minton  to  be  judge 
of  the  United  Staffed  Circuit  Court  of 
Appeals  for  the  Seventh  Circuit,  be  con¬ 
firmed.  \ 

The  VICE  PRESIDENT.  The  clerk 
will  state  the  first  nomination. 

The  legislative  clerk  rea'fi  the  nom¬ 
ination  of  Thomas  F.  McAllister  to  be 
judge  of  the  United  States  Circuit  Court 
of  Appeals  for  the  Sixth  Circuit.\ 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  nomination  is  confirmed'/ 

The  legislative  clerk  read  the  notn- 
ination  of  Hon.  Sherman  Minton  to  b‘& 
judge  of  the  United  States  Circuit  Court ^ 
of  Appeals  for  the  Seventh  Circuit. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  nomination  is  confirmed. 

Mr.  CHANDLER.  I  ask  that  the  Pres¬ 
ident  be  immediately  notified  of  the  two 
confirmations. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  President  will  be  forthwith 
notified. 

RECESS 

Mr.  BARKLEY.  As  in  legislative  ses¬ 
sion,  I  move  that  the  Senate  take  a  re¬ 
cess  until  12  o’clock  noon  tomorrow. 

The  motion  was  agreed  to;  and  (at  4 
o’clock  and  25  minutes  p.  m.)  the  Senate 
took  a  recess  until  tomorrow,  Tuesday, 
May  20,  1941,  at  12  o’clock  meridian. 


HOUSE  OF  REPRESENTATIVES 

\  Monday,  May  19,  1941 


NOMINATIONS 


Executive  nominations  received  by  the 
Senate  May  19,  1941: 

Diplomatic  and  Foreign  Service 
Edward  M.  Groth,  of  New  York,  now  a 
Foreign  Service  officer  of  class  3  and  a  secre¬ 
tary  in  the  Diplomatic  Service,  to  be  also  a 
consul  general  of  the  United  States  of  i 
America.  / 

Appointment  to  Temporary  Rank  in  the  Air 
Corps,  in  the  Regular  Army  of  the  Ur^PtED 
States 

TO  BE  MAJOR 

f 

Capt.  Paul  Ernest  Ruestow,  Air  Corps. 

Note. — The  date  of  rank  is  omjtted  as  the 
death  or  other  unforeseen  chapge  in  status 
of  a  senior  officer  might  require  a  change  in 
the  date  of  rank  and  necessitate  the  renom¬ 
ination  of  this  officer.  ^ 

Appointments,  by  Transfer,  in  the  Regular 
Army  of  the  United  States 

TO  AJR  CORPS 

First  Lt.  Charles, ‘'Albert  Piddock,  Field  Ar¬ 
tillery  (captain,  Ahny  of  the  United  States) , 
with  rank  frony  August  1,  1935. 

Second  Lt./Karl  Tweeten  Rauk,  Quarter¬ 
master  Corpgfwith  rank  from  June  11,  1940. 


Promotj 


>n  in  the  Regular  Army  of  the 
United  States 


TO  BEy5oLONEL  WITH  RANK  FROM  MAY  12,  1941 

Ltf.  Col.  Lloyd  Eaxter  Bennett,  Infantry 
(colonel.  Army  of  the  United  States).  This 
effficer  is  subject  to  the  examination  required 
/by  law. 


CONFIRMATIONS 

Executive  nominations  confirmed  by 
the  Senate  May  19,  1941: 

United  States  Circuit  Court  of  Appeals 

Thomas  F.  McAllister  to  be  judge  of  the 
United  States  Circuit  Court  of  Appeals  for 
the  Sixth  Circuit. 

Sherman  Minton  to  be  judge  of  the  United 
States  Circuit  Court  of  Appeals  for  the 
Seventh  Circuit. 

Collector  of  Customs 

Harry  M  Durning  to  be  collector  of  customs 
for  customs  collection  district  No.  10,  with 
headquarters  at  New  York,  N.  Y. 

United  States  Public  Health  Service 

Surgeon  Carl  E.  Rice  to  be  a  senior  surgeon 
in  the  United  States  Public  Health  Service. 

Postmasters 

KENTUCKY 

Nola  B.  Nicholson,  Harlan. 

Consuelo  S.  Bush,  Shepherdsville. 


/ 


/ 


Thft.House  met  at  12  o’clock  noon. 

The  Very  Reverend  Harry  C,  Graham, 
O.  P.,  national  director  of  the  Holy  Name 
Society,  delivered  the  following  prayer: 
\  / 

Almighty  tod  Merciful  God,  grant  the 
leaders  of  this- .great  Nation  the  wisdom 
and  grace  to  kriow  Thy  Will  at  all  times 
and  especially  atNthis  moment  of  crisis. 
Let  us  seek  again  the  teachings  and  ex¬ 
ample  of  thy  Divij^-  Son,  whom  Thou 
sent  to  us  to  be  cut  guicle  and  our  salva¬ 
tion.  Let  us  fine!  in  the  inspired  words 
of  Thy  Scriptures  the  “wgy,  the  truth, 
and  the  light/  which  Thou  hast  pointed 
cut — the  wary  in  our  dangerous  and  un- 
chartered/6ourse,  the  truth  in  our  blind¬ 
ness  ar^d  ignorance,  the  light  ,  in  our 
darkness.  Give  us  the  strength  \fo  set 
asid^ Unworthy  and  mixed  motives,  When 
so  ^riuch  is  at  stake,  so  that  in  spit\of 
our  trangressions,  we  may  return  to  Thy 
jAw  and  upon  it  make  secure  this  demo- 
'cratic  government  which  Thou  hast 
given  us.  Let  us  save  the  good  and  seem¬ 
ly  things  in  our  way  of  life,  and  build  it 
ever  fuller  and  richer  according  to  Thy 
laws — and  if  we  are  worthy,  let  us  do 
what  is  pleasing  to  Thee  in  saving  our 
brothers  throughout  the  world.  Through 
Jesus  Christ,  our  Lord.  Amen. 

The  Journal  of  the  proceedings  of  Fri¬ 
day,  May  16,  1941,  was  read  and  ap¬ 
proved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr. 
Frazier,  its  legislative  clerk,  announced 
that  the  Senate  had  passed  without 
amendment  a  bill  of  the  House  of  the 
following  title: 

H.  R.  3538.  An  act  to  amend  the  act  en¬ 
titled  “An  act  granting  certain  lands  to  the 
city  of  Biloxi,  in  Harrison  County,  Miss.,  for 
park  and  cemetery  purposes,”  approved  April 
28,  1906. 

The  message  also  announced  that  the 
Senate  had  passed  bills  of  the  following 
titles,  in  which  the  concurrence  of  the 
House  is  requested: 


S.  879.  An  act  relating  to  certain  Carey  Ac. 
lands  in  Wyoming;  and 

S.  1438.  An  act  to  extend  the  operaUons 
of  the  Disaster  Loan  Corporation  any  the 
Electric  Home  and  Farm  Authority,  to  pro¬ 
vide  for  increasing  the  lending  authority 
of  the  Reconstruction  Finance  Corporation, 
and  for  other  purposes. 

The  message  also  announced  that  the 
Senate  had  passed,  with  amendments  in 
which  the  concurrence  .of  the  House  is 
requested,  a  bill  of  the,-House  of  the  fol¬ 
lowing  title: 

H.  R.  4534.  An  act  .-to  amend  the  act  ap¬ 
proved  June  28,  1940,  entitled  “An  act  to  ex¬ 
pedite  the  national  defense,  and  for  other 
purposes,”  in  order  to  extend  the  power  to 
establish  priorities  and  allocate  material. 

/ 

The  message  also  announced  that  the 
Senate  insists  upon  its  amendments  to 
the  forgoing  bill,  requests  a  conference 
with  the  House  on  the  disagreeing  votes 
of  the  two  Houses  thereon,  and  appoints 
Mrr  Reynolds,  Mr.  Johnson  of  Colorado, 
Mr.  Hill,  Mr.  Austin,  and  Mr.  Bridges 
■to  be  the  conferees  on  the  part  of  the 
Senate. 

EXTENSION  OF  REMARKS 

Mr.  BRYSON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  revise  and  extend 
my  own  remarks  in  the  Record  and  to 
include  a  speech  I  made  in  Birmingham, 
Ala. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  DONDERO.  Mr.  Speaker,  I  ask 
unanimous  consent  to  revise  and  extend 
my  own  remarks  in  the  Appendix  of  the 
Record  and  to  include  a  resolution 
passed  by  the  Port  Commission  of  De¬ 
troit  relative  to  the  St.  Lawrence 
seaway. 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  RUTHERFORD.  Mr.  Speaker,  I 
ask  unanimous  consent  to  revise  and 
extend  my  own  remarks  in  the  Record 
and  to  include  an  editorial  from  the 
Philadelphia  Sunday  Dispatch  in  ref¬ 
erence  to  the  St.  Lawrence  seaway. 

\  The  SPEAKER.  Without  objection,  it 
iS'.so  ordered. 

llhere  was  no  objection. 

MK  MURRAY.  Mr.  Speaker,  I  ask 
unaniSipus  consent  to  revise  and  extend 
my  own'remarks  in  the  Record  and  in¬ 
clude  a  rbdio  address  delivered  by  our 
colleague  the  gentleman  from  Missouri 
[Mr.  Bennett/ 

The  SPEAKER.  Without  objection,  it 
is  so  ordered.  \ 

There  was  no  objection. 

Mr.  BOGGS.  Mr.  Speaker,  I  ask 
unanimous  consent  td. revise  and  extend 
my  own  remarks  in  tne  Record  and  to 
include  an  address  by  Hon.  Sam  H. 
Jones  on  the  occasion  of  his  first  anni¬ 
versary  as  Governor  of  Lot^siana. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  FOGARTY.  Mr.  Speaker, ’T  ask 
unanimous  consent  to  revise  and\ex- 
tend  my  own  remarks  in  the  Record  and 
to  include  an  editorial  from  the  Rhode 
Island  Free  Press. 


/ 
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The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  CULKIN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  revise  and  extend 
my  own  remarks  in  the  Record  and  to 
include  therein  a  radio  address  broad¬ 
cast  by  myself. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  CASE  of  South  Dakota.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
revise  and  extend  my  own  remarks  in 
the  Appendix  of  the  Record  and  to  in¬ 
clude  two  articles  relating  to  Gutzon 
Borglum. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

FRENCH  POSSESSIONS  IN  WESTERN 
HEMISPHERE 

Mr.  CASE  of  South  Dakota.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
address  the  House  for  1  minute. 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  CASE  of  South  Dakota.  Mr. 
Speaker,  today  I  propose  to  introduce 
the  following  resolution: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
State  is  hereby  authorized  and  directed  to  in¬ 
stitute  negotiations  with  the  Government  of 
France  looking  toward  the  acquisition  by  the 
United  States  of  the  French  possessions  in 
the  Western  Hemisphere,  particularly  the 
Islands  of  Martinique,  Guadaloupe,  St. 
Pierre,  Miquelon  in  the  Atlantic  Ocean,  Clip- 
perton  in  the  Pacific  Ocean,  and  the  Province 
of  French  Guiana  in  South  America,  together 
with  such  ships,  airplanes,  and  cargoes  as 
the  French  Government  may  care  to  sell,  and 
to  pay  therefor  with  gold,  food,  commodities, 
and  credits  as  herein  provided. 

Sec.  2.  The  Secretary  of  State  shall  report 
the  results  of  such  negotiations  to  the  Presi¬ 
dent  at  the  earliest  possible  date,  and  upon 
approval  by  him,  shall  prepare  a  treaty,  sub¬ 
ject  to  ratification  by  the  Senate,  for  such 
acquisition.  To  meet  the  costs  of  acquisition, 
the  Secretary  of  State  is  authorized  to  draw 
from  the  stabilization  fund  administered  by 
the  Secretary  of  the  Treasury  such  gold  as 
may  be  required  and  to  transfer  from  the 
commodities  held  by  the  Commodity  Credit 
Corporation  such  commodities  as  may  be  re¬ 
quired  :  Provided,  That  the  total  value  of  gold 
and  commodities  transferred  shall  not  exceed 
in  dollar  value  an  amount  equal  to  the'  area 
price  paid  for  the  Virgin  Islands  plus'a  rea¬ 
sonable  replacement  value  for  physical  im¬ 
provements,  ships,  airplanes,  and  cargoes 
transferred,  and  that  the  amount'of  compen¬ 
sation  agreed  upon  in  excess  of- ''such  a  total 
shall  be  paid  by  crediting  on  any  loans  now 
in  default  to  the  United  States  by  the  Gov¬ 
ernment  of  France. 

UNITED  STATES  GOOD-NEIGHBOR 
POLICY 

Mr.  YOUNG.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  YOUNG.  Mr.  Speaker,  this  Na¬ 
tion  is  fortunate  that  Cordell  Hull  has 
been  our  Secretary  of  State.  History  will 
record  the  good-neighbor  policy  as  his 
greatest  achievement.  For  many  years 
the  United  States  was  the  surly  bully  of 
the  Western  Hemisphere.  Since  this  ad¬ 


ministration  came  into  office,  Cordell 
Hull,  as  Secretary  of  State,  has  done 
away  with  dollar  diplomacy.  The  United 
State  is  now  the  good  neighbor  to 
Mexico  and  the  republics  of  Central  and 
South  America.  The  United  States  can 
be  a  better  neighbor.  We  must  first  have  ' 
a  real  understanding  of  how  the  people  of 
the  South  American  republics  feel  toward  j 
us.  We  want  their  loyalty  and  their  j 
friendship.  We  must  continue  our  recip-  : 
rocal  trade  agreements  with  the  republics 
of  South  America  and  liberalize  these 
agreements.  As  a  step  toward  proving 
our  friendship  our  leaders  in  Congress 
and  in  the  administration  might  well  pre¬ 
vail  upon  Great  Britain  to  return  to  the 
Argentine  Republic  the  Falkland  Islands 
which  the  British  seized  about  a  century 
ago.  These  islands  are  directly  off  the 
most  southerly  coast  of  the  Argentine  and 
that  Republic  has  always  disputed  the 
British  right  to  the  Falklands.  Great 
Britain  has  a  habit  of  asking  all-out  aid  j 
and  giving  nothing  in  return.  The  ; 
British  should  be  glad  to  cede  Great 
Britain’s  claim  to  the  Falkland  Islands 
to  the  Argentine  Republic  as  a  token  of 
real  friendship  to  the  Americas.  Were 
this  Nation  to  accomplish  this  our  South 
American  republics  would  hail  us  as  the 
benefactor  of  the  North. 

This  Nation  should  set  up  machinery 
for  the  development  of  cultural  and 
economic  relations  of  every  kind  between 
the  United  States  and  the  nations  to  the 
south  of  us. 

We  must  realizesthat  in  many  of  these 
countries  the  concept  of  hemisphere 
solidarity  is  little  fnore  than  a  myth. 
South  Americans  somehow  must  be  made 
to  see  the  advantages  of 'cooperating  with 
us.  The  air  transportation  facilities 
presently  existing  between,  our  several 
countries  should  be  greatly  extended  and 
increased.. 

The  /propaganda  machine  of  Hitler 
must  ffe  beaten.  Propaganda  has  become 
one  of  the  most  powerful  weapons  of 
war.  Our  propaganda  should  therefore 
be  much  greater  in  volume  and  superior 
in  quality  to  our  present  output.  If  this 
makes  it  necessary  for  the  Government 
itself  to  engage  in  radio  broadcasts,  then 
this  should  be  done. 

Our  military  missions  to  these  coun¬ 
tries  should  be  increased.  The  possibili¬ 
ties  along  this  line  have  scarcely  been 
touched.  A  far  more  intensified  system 
of  military  and  naval  exchange  between 
our  countries  should  be  worked  out. 

To  further  promote  good  feeling  be¬ 
tween  the  various  countries  of  South 
America  and  this  Nation  the  Office  of 
Government  Reports  should  print  and  we 
should  distribute  publications  in  Spanish 
and  Portuguese.  Possibly  some  of  our 
national  magazines  could  be  induced  to 
print  Latin-American  editions,  even 
though  this  Nation  had  to  provide  some 
subsidy  for  the  purpose. 

It  would  seem  advisable  for  us  to  make 
it  possible  for  South  American  countries 
to  get  from  us  at  low  cost  textbooks  writ¬ 
ten  in  their  own  languages  for  use  in  their 
public  schools. 

Mexico  and  Argentina  have  nothing  in 
common  except  the  language.  Brazil  is 
as  different  from  Costa  Rica  as  Italy  is 


from  Bulgaria.  We  must  consider  these 
facts.  Congress  and  officials  in  the  State 
Department  should  intelligently  an^tact- 
fully  promote  Western  Hemisphere 
solidarity  and  unity.  We  covet  no  part 
of  South  America.  . 

DEFENSE  PRIORITIES 

Mr.  VINSON  of  Georgia.  Mr.  Speaker, 
I  ask  unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  4534)  to 
amend  the  act  approved  June  28,  1940, 
entitled  “An  act  to  expedite  the  national 
defense,  and  for  other  purposes,”  in  order 
to  extend  the  power  to  establish  priorities 
and  allocate  material,  with  Senate 
amendments,  disagree  to  the  Senate 
amendments,  and  agree  to  the  confer¬ 
ence  asked  by  the  Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Geor¬ 
gia?  [After  a  pause.]  The  Chair  hears 
none  and  appoints  the  following  con¬ 
ferees:  Messrs.  Vinson  of  Georgia, 
Drewry,  and  Maas. 

A  BRIGHT  OUTLOOK 

Mr.  NELSON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
souri  [Mr.  Nelson]? 

There  was  no  objection. 

Mr.  NELSON.  Mr.  Speaker,  we  fre¬ 
quently  hear  the  expression  “blue  Mon¬ 
day.”  At  this  time  of  distress,  doubt,  and 
darkness  many  talk  too  much  about  what 
is  wrong  with  the  world.  This  morning 
in  the  New  York  Times  I  came  across 
these  headlines,  which  indicate  that  there 
are  a  lot  of  good  things  going  on  at  this 
time.  I  read: 

Wheat  above  $1  on  loan  outlook. 

Corn  futures  rise  to  4-year  peak. 

Inmates  of  Atlanta  prison  double  output  of 
defense  work  after  appeal  to  patriotism 

Vast  throng  jams  the  Mall  to  cheer  Ameri¬ 
can  Day  fete. 

Order  men  to  pass  coast  picket  line. 

Strike  of  miners  in  hard-coal  field  seen 
ending  today. 

So,  Mr.  Speaker,  I  offer  these  cheering 
captions  as  a  cure  for  Slue  Monday. 

[Here  the  gavel  fell.] 

DR.  RUTH  GRUBER 

Mr.  BULWINKLE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include  a 
letter  from  Dr.  Cressey,  of  Syracuse  Uni¬ 
versity,  at  Syracuse,  N.  Y.,  and  also  to 
address  the  House  for  1  minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  North 
Carolina  [Mr.  Bulwinkle]? 

There  was  no  objection. 

Mr.  BULWINKLE.  Mr.  Speaker,  last 
week  the  Interior  Department  appropria¬ 
tion  bill  was  before  the  House  for  consid¬ 
eration,  and  while  in  the  Committee  of 
the  Whole  the  gentleman  from  New  York 
offered  this  amendment: 

No  part  of  the  funds  appropriated  in  this 
act  shall  be  paid  to  Dr.  Ruth  Gruber. 

And  he  stated  in  his  remarks  after 
offering  the  amendment: 

I  feel  there  is  a  responsibility  upon  the 
part  of  the  House  to  see  to  it  that  the  propa- 
g  tion  of  communism  is  stopped  by  the  Inte¬ 
rior  Department. 
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of  the  Union  and  ordered  to  be  print^ 


NO 

Mr.  Vinson  of  Georgia,  from  the  committee  of  conferet 

the  following 


CONFERENCE  REPORT 


[To  accompany  H.  R.  4534] 


The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on'the  amendments  of  the  Senate  to  the  bill  (H.  R.  4534)  to 
amend  the  actjapproved  June  28,  1940,  entitled  “An  act  to  expedite 
the  national  defense,  and  for  other  purposes,”  in  order  to  extend  the 
power  to  establish  priorities  and  allocate  material,  having  met,  after 
full  and  free  conference,  have  agreed  to  recommend  and  do  recom¬ 
mend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amendment  numbered  1. 

That  the  House  recede  from  its  disagreement  to  the  amendments 
of  the  Senate  numbered  2  and  3,  and  agree  to  the  same. 


) 


Carl  Vinson, 

P.  H.  Drewry, 
Melvin  J.  Maas, 


Managers  on  the  part  of  the  House. 


Robt.  R.  Reynolds, 
Ed.  C.  Johnson, 
Lister  Hill, 
Warren  R.  Austin, 
Styles  Bridges, 


Managers  on  the  part  of  the  Senate. 


STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 


The  managers  on  the  part  of  the  House  at  the  conference  on  the  dis¬ 
agreeing  votes  of  the  two  House  on  the  amendments  of  the  Senate  to 
the  bill  (H.  R.  4534)  to  amend  the  act  approved  June  28,  1940,  entitled 
“An  act  to  expedite  the  national  defense,  and  for  other  purposes,”  in 
order  to  extend  the  power  to  establish  priorities  and  allocate  material,, 
submit  the  following  statement  in  explanation  of  the  effect  of  the  action 
agreed  upon  by  the  conferees  and  recommended  in  the  accompanying 
conference  report: 

AMENDMENT  NO.  1 

The  House  bill  provided  that  the  President  should  be  entitled  to 
obtain  such  information  from,  require  such  reports  by,  and  make  such 
inspection  of  the  premises  of,  any  person,  firm,  or  corporation  as 
might  be  necessary  or  appropriate,  in  his  discretion,  to  the  enforce¬ 
ment  or  administration  of  the  provisions  of  the  bill. 

Senate  amendment  numbered  1  provided  that  no  such  inspection  ^ 
should  be  made  of  any  private  dwelling,  occupied  as  such,  without  ay 
warrant  directing  the  search  issued  in  accordance  with  title  XI  of  the 
Espionage  Act  of  June  15,  1917. 

The  Senate  recedes. 


AMENDMENTS  NOS.  2  AND  3 

The  House  bill  provided  that  the  President  might  exercise  any 
power,  authority,  or  discretion  conferred  on  him  by  the  hill  through 
a  Director  of  Priorities,  whom  he  was  authorized  to  appoint  by  and 
with  the  advice  and  consent  of  the  Senate.  The  Director  was  to 
receive  compensation  at  the  rate  of  $12,000  per  annum,  and  was 
authorized  to  appoint  and  fix  the  compensation  of  such  officers  and 
employees  as  were  necessary  to  carry  out  his  powers  under  the  bill. 
The  Director  was  to  exercise  his  powers  with  the  assistance  of  in¬ 
dustry  committees,  which  he  was  directed  to  establish  and  utilize, 
and  upon  the  basis  of  information  furnished  to  him  by  such  industry 
committees  and  upon  the  basis  of  such  other  information  as  he  deemed 
pertinent.  Such  powers  were  to  be  exercised  by  the  Director  only 
after  prior  approval  of  such  exercise  by  the  Joint  Army  and  Navy 
Munitions  Board.  * 

Senate  amendment  numbered  3  strikes  out  this  provision  of  the 
House  bill,  and  Senate  amendment  numbered  2  authorizes  the  Presi¬ 
dent  to  exercise  any  power,  authority,  or  discretion  conferred  on  him 
by  the  bill  through  such  department,  agency,  or  officer  of  the  Govern¬ 
ment  as  he  may  direct  and  in  conformity  with  any  rules  and  regula¬ 
tions  which  lie  may  prescribe. 

On  both  Senate  amendments  numbered  2  and  3  the  House  recedes. 

Carl  Vinson, 

P.  H.  D  REWRY, 

Melvin  J.  Maas, 
Managers  on  the  part  of  the  House. 

o 
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Mr.  TABER.  Mr.  Speaker,  the  confer - 
t  ice  committee  has  brought  back  this  re- 
pi  rt  with  a  saving  of  three-fourths  of  .he 
additions  that  were  put  on  by  the  Senate. 
[Apilause.l  The  result  has  been  such 
that T  feel  I  ought  to  compliment  th  e  gen- 
tlema.i  from  Indiana  [Mr.  Ludlow]  and 
the  g  'ntleman  from  Kentuc' jr  [Mr. 
O’Neal,  upon  the  efforts  they  made  in 
conference.  [Applause.]  They  were 
such  that  the  gentleman  fro  a  Pennsyl¬ 
vania  [Mi  Rich],  the  gen*ieman  from 
Wisconsin  Mr.  Keefe],  ar  j  myself  very 
giadly  joined  in  signing  He  conference 
report. 

At  this  tim.  this  corntry  is  facing  a 
crisis.  We  art  havinr  all  sorts  of  de¬ 
mands  made  ui on  t Ye  Treasury  in  the 
alleged  name  of  mtic  aal  defense,  all  sorts 
of  things  thai  are  nrc  defense,  all  sorts  of 
demands  that  Just  esult  in  waste  of  the 
people’s  money,  Tfci  country  is  facing  a 
tax  bill  of  $3,500  000  000,  which  I  believe 
is  needed  if  we  are  tc  keep  the  Treasury 
right  side  up  and  mtet  defense  needs. 
The  example  that  the  gentleman  from 
Indiana  [Mr  Ludlow]  and  the  gentle¬ 
man  from  Kentucky  !Mi  O’Neal]  have 
set  in  the  <  fforts  they  have  made  on  this 
bill  can  will  be  followed  by  other  Mem¬ 
bers  of  *nis  House  in  their  conferences 
and  in  .heir  work  upon  bills  that  take 
money  out  of  the  Treasury.  l  et  us  keep 
them  down  far  enough  so  thtt  we  can 
help  in  the  Appropriations  Ci  mmittee 
and  in  the  House  to  reduce  the  uemands 
up'  n  the  Treasury,  and  help  as  fa.-  as  we 
cm  to  land  the  Treasury  right  side  up. 
[Applause.] 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  conference  report. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 

table. 

EXTENSION  OF  POWER  TO  ESTABLISH 
PRIORITIES  AND  ALLOCATE  MATERIALS 

Mr.  VINSON  of  Georgia.  Mr.  Speak¬ 
er.  I  call  up  conference  report  on  the  bill 
<H.  R.  4534)  to  amend  the  act  approved 
June  28,  1940,  entitled  "An  act  to  expe¬ 
dite  the  national  defense,  and  for  other 
purposes.”  in  order  to  extend  the  power 
to  establish  priorities  and  allocate  mate¬ 
rial,  and  ask  unanimous  consent  that  the 
statement  may  be  read  in  lieu  of  the 
report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 

Georgia? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

The  conference  report  and  statement 

are  as  follows: 

CONFERENCE  report 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  hill  (H.  R. 
4534)  to  amend  the  act  approved  June  28, 
1940,  entitled  "An  act  to  expedite  the  national 
defense,  and  for  other  purposes,”  in  order  to 
extend  the  power  to  establish  priorities  and 
allocate  material,  having  met,  after  fuU  and 
free  conference,  have  agreed  to  recommend 
and  do  recommend  to  their  respective  Houses 
as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ment  numbered  1. 


That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  2  and  3,  and  agree  to  the  same. 

Carl  Vinson, 

P.  H.  Drewet, 

Melvin  J.  Maas, 

Managers  on  the  part  of  the  House. 
Robt.  R.  Reynolds, 

Ed  C.  Johnson, 

Lister  Hill, 

Warren  R.  Austin, 

Styles  Bridges, 

Managers  on  the  part  of  the  Senate. 

STATEMENT 

The  managers  on  the  part  of  the  House  at 
the  conference  on  the  disagreeing  votes  of 
the  two  Houses  on  the  amendments  of  the 
Senate  to  the  bill  (H.  R.  4534)  to  amend  the 
act  approved  June  28,  1940,  entitled  “An  act 
to  expedite  the  national  defense,  and  for 
other  purposes,”  in  order  to  extend  the  power 
to  establish  priorities  and  allocate  material, 
submit  the  following  statement  in  explana¬ 
tion  of  the  effect  of  the  action  agreed  upon 
by  the  conferees  and  recommended  in  the 
accompanying  conference  report: 

Amendment  No.  1 

The  House  bill  provided  that  the  President 
should  be  entitled  to  obtain  such  Informa¬ 
tion  from,  require  such  reports  by,  and  make 
such  Inspection  of  the  premises  of,  any  per¬ 
son,  firm,  or  corporation  as  might  be  neces¬ 
sary  or  appropriate,  in  his  discretion,  to  the 
enforcement  or  administration  of  the  provi¬ 
sions  of  the  bill. 

Senate  amendment  numbered  1  provided 
that  no  such  Inspection  should  be  made  of 
any  private  dweUing,  occupied  as  such,  with¬ 
out  a  warrant  directing  the  search  Issued  in 
accordance  with  title  XI  of  the  Espionage 
Act  of  June  15,  1917. 

The  Senate  recedes. 

Amendments  Nos.  2  and  3 

The  House  bill  provided  that  the  President 
might  exercise  any  power,  authority,  or  dis¬ 
cretion  conferred  on  him  by  the  bill  through 
a  Director  of  Priorities,  whom  he  was  au¬ 
thorized  to  appoint  by  and  with  the  advice 
and  consent  of  the  Senate.  The  Director 
was  to  receive  compensation  at  the  rate  of 
(12,000  per  annum,  and  was  authorized  to 
appoint  and  fix  the  compensation  of  such 
officers  and  employees  as  were  necessary  to 
carry  out  his  powers  under  the  bill.  The 
Director  was  to  exercise  his  powers  with  the 
assistance  of  Industry  committees,  which  he 
was  directed  to  establish  and  utilize,  and 
upon  the  basis  of  Information  furnished  to 
him  by  such  industry  committees  and  upon 
the  basis  of  such  other  information  as  he 
deemed  pertinent.  Such  powers  were  to  be 
exercised  by  the  Director  only  after  prior  ap¬ 
proval  of  such  exercise  by  the  Joint  Army 
and  Navy  Munitions  Board. 

Senate  amendment  numbered  3  strikes  out 
this  provision  of  the  House  bill,  and  Senate 
amendment  numbered  2  authorizes  the  Pres¬ 
ident  to  exercise  any  power,  authority,  or 
discretion  conferred  on  him  by  the  bill 
through  such  department,  agency,  or  officer 
of  the  Government  as  he  may  direct  and  in 
conformity  with  any  rules  and  regulations 
which  he  may  prescribe. 

On  both  Senate  amendments  numbered  2 
and  3  the  House  recedes. 

Carl  Vinson, 

P.  H.  Drewry, 

Melvin  J.  Maas, 

Managers  on  the  part  of  tfie  House. 

Mr.  VINSON  of  Georgia.  Mr.  Speaker, 
I  may  state  to  the  House  that  the  effect 
of  the  conference  report  is  the  rejection 
of  what  was  known  as  the  Cox  amend¬ 
ment  when  the  priorities  bill  was  before 
the  House.  As  the  Members  will  recall, 


my  colleague  from  Georgia  offered  an 
amendment  seeking  to  give  statutory  ex¬ 
istence  to  the  Priorities  Division  of  the 
O.  P.  M.;  also  that  the  Director  of  the 
Priorities  Division  be  confirmed  by  the 
Senate  and  that  the  Priorities  Division 
be  subordinated  to  the  jurisdiction  of  the 
Joint  Army  and  Navy  Munitions  Board. 

I  appeared  before  the  Committee  on 
Military  Affairs  of  the  Senate,  where  this 
bill  was  sent,  and  did  my  level  best  to  con¬ 
vince  that  committee  that  the  position  of 
the  House  was  well  founded.  Mr.  Knud- 
sen,  Mr.  Stettinius,  and  Judge  Patterson, 
of  the  War  Department,  as  well  as  repre¬ 
sentatives  of  the  Navy  Department,  were 
very  much  opposed  to  the  amendment,  so 
the  Senate  Military  Affairs  Committee  re¬ 
jected  the  amendment.  When  we  went 
to  conference  yesterday  I  offered  a  com¬ 
promise  proposition,  and  I  regret  that  the 
conferees  on  the  part  of  the  Senate  would 
not  adhere  to  the  House  proposition.  So 
there  was  nothing  we  could  do  except 
recede,  as  we  cannot  afford  to  hold  up  the 
bill  simply  because  of  this  one  question 
involved,  as  it  simmered  down  to,  which 
question  was  whether  or  not  the  Director 
should  be  confirmed  by  the  Senate. 

Mr.  SABATH.  Mr.  Speaker  will  the 
gentleman  yield? 

Mr.  VINSON  of  Georgia.  Yes. 

Mr.  SABATH.  Does  the  gentleman 
say  that  the  conferees  agreed  to  some 
compromise  proposition? 

Mr.  VINSON  of  Georgia.  Oh,  no;  I 
stated  that  the  conferees  rejected  a  com¬ 
promise  that  I  offered  and  that  the  bill  is 
just  as  it  was  when  I  introduced  it. 

Mr.  SABATH.  But  the  amendment 
adopted  in  the  House  is  eliminated? 

Mr.  VINSON  of  Georgia.  Yes. 

Mr.  DIRKSEN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  VINSON  of  Georgia.  Yes. 

Mr.  DIRKSEN.  Assuming,  for  in¬ 
stance,  where  the  flow  of  material  is  re¬ 
stricted  to  the  point  where  an  existing 
industry  simply  cannot  control  opera¬ 
tions,  is  there  any  provision  under  which 
there  may  be  redress,  or  at  least  an 
appeal? 

Mr.  VINSON  of  Georgia.  From  the 
Director? 

Mr.  DIRKSEN.  From  the  action  of 
the  Director. 

Mr.  VINSON  of  Georgia.  The  manu¬ 
facturer  could  probably  appeal  to  the 
Director  of  the  O.  P.  M.,  which  is  prac¬ 
tically  the  same  thing,  of  course.  There 
is  no  other  agency  to  which  he  could 
appeal,  unless  he  makes  his  appeal  di¬ 
rectly  to  the  President  of  the  United 
States. 

Mr.  MAAS.  The  bill  gives  the  power 
to  the  President  of  the  United  States. 

Mr.  DIRKSEN.  May  I  point  out  to  the 
gentleman  from  Georgia  that  the  Mer¬ 
chant  Marine  and  Fisheries  priorities  bill, 
on  the  floor  this  week,  provided  that  it 
would  be  possible  to  issue  a  warrant  un¬ 
der  such  condition  that  it  would  be  im¬ 
possible  for  a  man  to  refuel  or  repair  his 
vessel,  so  that  for  all  purposes  they  could 
put  an  individual  entirely  out  of  business? 
There  was  a  penalty  clause  there  of 
$5,000  and  no  redress  whatever. 

Mr.  VINSON  of  Georgia.  There  is  no 
penalty  clause  in  this.  The  main  ob¬ 
jective  of  this  is  to  make  it  obligatory  and 
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mandatory  on  the  part  of  the  manufac¬ 
turer  to  give  priority,  thereby  relieving 
him  of  a  legal  liability  for  doing  so. 

Mr.  DIRKSEN.  Is  it  not  the  gentle¬ 
man’s  opinion  that  Congress  ought  to  be 
reasonably  cautious  here  in  the  granting 
of  extraordinary  powers,  at  least  to  the 
extent  of  preserving  the  right  of  appeal? 

Mr.  VINSON  of  Georgia.  Oh,  yes.  I 
did  my  level  best;  and  if  I  had  my  way  the 
O.  P  M.  would  exist  by  virtue  of  statute, 
but  unfortunately  I  am  but  one  man  and 
cannot  do  anything  else. 

Mr.  Speaker,  if  there  is  no  further 
question,  I  move  the  previous  question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  conference  report. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

fliTTOTnn1  p  itm  op  oonfpp»r<a»T'T*'**'T  POP 

CERTAIN  EMPLOYEES 

Mr.  ANDREWS.  Mr.  Speaker,  yester¬ 
day  when  the  chairman  of  the  Commit¬ 
tee  on  Military  Affairs,  the  gentleman 
from  Kentucky  [Mr.  May],  called  up  the 
bill  H.  R.  4739,  authorizing  overtime  rates 
of  compensation  for  certain  per  annum 
employees  of  the  field  services  of  the 
War  Department,  the  Panama  Canal,  the 
Navy  Department,  and  the  Coast  Guard, 
and  providing  additional  pay  for  em¬ 
ployees  who  forego  their  vacations,  an 
objection  was  interposed  on  this  side 
which  prevented  the  passage  of  the  bill. 
I  understand  that  objection  has  been 
withdrawn.  I  ask  unanimous  consent 
that  the  bill  be  now  taken  up  for  im¬ 
mediate  consideration. 

The  SPEAKER.  The  Clerk  will  report 
the  bill. 

The  Clerk  reported  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

There  was  no  objection. 

The  SPEAKER.  A  similar  Senate  bill 
is  on  the  Speaker’s  table. 

Mr.  ANDREWS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  similar  Sen¬ 
ate  bill  be  substituted. 

The  SPEAKER.  Is  there  objection? 

Mr.  CASE  cf  South  Dakota.  Mr. 
Speaker,  reserving  the  right  to  object, 
will  the  gentleman  state  whether  or  not 
this  bill  modifies  in  any  way  the  language 
relating  to  employment  in  the  Canal 
Zone,  as  embodied  in  the  paragraph 
dealing  with  that  subject  in  the  appro¬ 
priation  bills? 

Mr.  MAY.  I  did  not  understand  the 
gentleman’s  question. 

Mr.  CASE  of  South  Dakota.  In  the 
appropriation  bills  dealing  with  employ¬ 
ment  in  the  Canal  Zone  we  have  a  special 
paragraph  that  deals  with  that  employ¬ 
ment.  Is  there  anything  in  this  bill  that 
changes  the  provision  in  the  appropria¬ 
tion  bills? 

Mr.  MAY.  No;  I  think  not.  It  merely 
provides  for  payment  for  vacation  time, 
when  they  work  rather  than  take  a  va¬ 
cation. 

Mr.  CASE  of  South  Dakota.  The  rea¬ 
son  I  raised  the  question  is  because  we 
had  very  extended  consideration  of  that 
in  the  conference  on  the  appropriation 
for  the  civil  functions  of  the  War  De¬ 
partment  and  the  Senate  bill  did  make 


some  substantial  changes.  However,  in 
coi  ference  it  was  agreed  to  hold  to  the 
House’s  version.  I  am  wondering  if  in 
any  way  this  upsets  that  agreement? 

Mr.  MAY.  As  I  understand,  it  dees  not 
make  i  ny  difference  in  the  pay,  except 
that  it  is  an  identical  provision  with  the 
House  provision  on  the  subject  of  leave- 
of-absenct  pay. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York  [Mr.  A  idrewsI? 

There  was  i:o  objection. 

The  Clerk  re.  d  the  bill,  as  follows; 

Be  it  enacted,  t‘c..  That  compensation  for 
employment  In  ex 'ess  of  40  hours  In  any 
administrative  work  veek  computed  at  a  rate 
of  iy2  times  the  regular  rate  Is  hereby  au¬ 
thorized  to  be  paid,  under  such  regulations 
as  the  President  may  prescribe,  to  those  per 
annum  employees  In  th>  field  service  of  the 
War  Department,  the  Panama  Canal,  the 
Navy  Department,  and  *he  Coast  Guard, 
whose  overtime  services  are  essential  to 
and  directly  connected  wltn  the  expeditious 
prosecution  of  the  overtime  v.  ork  upon  which 
the  employees  enumerated  In  section  S  (a)  of 
the  act  of  June  28,  1940,  and  section  1  of  the 
act  of  October  21,  1940,  are  engaged:  Pro¬ 
vided,  That  In  determining  the  overtime  com¬ 
pensation  of  the  foregoing  per  annum  em¬ 
ployees  the  pay  for  1  day  shall  be  ronside  ed 
to  be  one  three-hundred-ar.d-sixtie-  h  of  the 
respective  per  annum  salaries. 

Sec.  2.  Employees  of  the  field  set  -ice  of 
the  War  Department  and  the  Panama  Canal 
Zone  may,  during  the  period  of  tie  navonal 
emergency  declared  by  the  President  on  Sep¬ 
tember  8,  1939,  to  exist,  be  employed  durng 
the  time  they  would  otherwise  be  on  vaca¬ 
tion  without  deprivation  c.  their  vacation, 
pay  for  the  time  so  worker',.  Employees  who 
forego  their  vacations  In  ■  .ccordance  with  the 
provisions  of  this  sect  on  may  be  paid,  in 
addition  to  their  regu'ar  pay.  the  equivalent 
of  the  pay  they  wouK  have  drawn  during  the 
period  of  such  vacation.  The  provisions  of 
this  section  shall  be  applicable  only  to  em¬ 
ployees  whose  service  at  the  time  cannot,  In 
the  Judgment  of  the  Secretary  of  War  or  the 
Governor  of  '.ne  Panama  Canal,  as  the  case 
may  be,  be  spared  without  detriment  to  the 
national  c  efense. 

Sec.  3  The  provisions  of  section  2  of  this 
act  and  of  section  7  of  the  act  of  June  28, 
1940  ;Publlc,  No.  671),  shall  be  administered 
in  accordance  with  such  rules  and  regulations 
as  che  President  may  prescribe. 

Sec.  4.  The  provisions  of  this  act  shall  be 
effective  during  the  national  emergency  de¬ 
clared  by  the  President  on  September  8,  1939, 
to  exist,  and  shall  terminate  June  30,  1942, 
unless  the  Congress  shall  otherwise  provide. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 

A  similar  House  bill,  H.  R.  4739,  was 
laid  on  the  table. 

RIGHT-OF-WAY  ACROSS  CAMP  WALLACE 
MILITARY  RESERVATION,  P.  I. 

Mr.  MAY.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  for  the  immediate  consid¬ 
eration  of  the  bill  (S.  166)  to  provide  a 
right-of-way  across  Camp  Wallace  Mili¬ 
tary  Reservation,  P.  I. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  the  Secretary  of 
War  be,  and  he  Is  hereby,  authorized  and  em¬ 
powered,  under  such  terms  and  conditions  as 
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are  deemed  advisable  by  him,  to  grant  to  the 
Asiatic  Petroleum  Co.  (Philippine  Islands  , 
Ltd.,  Its  successors  and/or  assigns,  an  er  ce¬ 
ment  for  rights-of-way  for  oil  and/or  gas  line 
pipe  lines,  and  appurtenant  ramp  for  ’  ulllng 
drums,  over,  across,  in,  and  upon  th :  Camp 
Wallace  Military  Reservation,  P.  I.:  Pro¬ 
vided,  That  such  easement  shall  be  granted 
only  upon  a  finding  by  th-  Secretary 
of  War  that  the  same  shall  b>  In  the  pub¬ 
lic  Interest  of  the  United  Sta'es  In  the  prop¬ 
erty  affected  thereby:  Provi  ed  further.  That 
all  or  any  part  of  such  ea  jment  may  be  an¬ 
nulled  and  forfeited  by  t.ie  Secretary  of  War 
If  the  property  Is  needed  for  governmental 
purposes  or  for  lailr  e  to  comply  with  the 
terms  or  conditions  of  any  grant  hereunder, 
or  for  nonuse  or  fjr  abandonment  of  rights 
granted  under  nuthorlty  hereof:  And  pro¬ 
vided  further,  That  all  moneys  which  may 
accrue  to  the  United  States  under  the  provi¬ 
sions  of  th'j  act  shall  be  deposited  in  the 
Treasury  p  .  miscellaneous  receipts. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 

TilGHT-OF-WAY  ACROSS  CAMP  WALLACE 
MILITARY  RESERVATION,  P.  I. 

Mr.  MAY.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  for  the  immediate  consid¬ 
eration  of  the  bill  ( S .  167)  to  provide  a 
right-of-way  across  Camp  Wallace  Mili¬ 
tary  Reservation,  P.  I.,  and  I  would 
like  to  state  that  it  is  identical 
with  the  other  bill  except  that  it  relates 
to  a  different  pipe  line.  It  is  reported 
favorably  by  the  committee. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky? 

There  being  no  objection,  the  Clerk 
isad  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  the  Secretary  of 
Wa:  be,  and  he  is  hereby,  authorized  and  em- 
pow;  red,  under  such  terms  and  conditions  as 
are  deemed  advisable  by  him,  to  grant  to  the 
Stand.  rd-Vacuum  Oil  Co.,  Its  successors 
and/or  assigns,  an  easement  for  rlghts-of- 
way  for  oil  and/or  gasoline  pipe  lines  over, 
across,  in  and  upon  the  Camp  Wallace  Mili¬ 
tary  Rese  vatlon,  Philippine  Islands:  Pro¬ 
vided,  Thai  such  easement  shall  be  granted 
only  upon  a  finding  by  the  Secretary  of  War 
that  the  same  will  be  In  the  public  interest 
of  the  United  States  in  the  property  affected 
thereby:  Provided  further.  That  all  or  any 
part  of  such  easement  may  be  annulled  and 
forfeited  by  the  Secretary  of  War  If  the  prop¬ 
erty  is  needed  for  governmental  purposes  or 
for  failure  to  comply  with  the  terms  or  condi¬ 
tions  of  any  grant  hereunder,  or  for  nonuse 
or  for  abandonment  of  rights  granted  under 
authority  hereof :  And  nrovided  further,  That 
all  moneys  which  may  accrue  to  the  United 
States  under  the  provisions  of  this  act  shall 
be  deposited  in  the  Treasury  as  miscellane¬ 
ous  receipts. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 

PLANT  PROTECTION  FORCE  FOR  NAVAL 
SHORE  ESTABLISHMENT  S 

Mr.  SABATH.  Mr.  Speaker,  1  call  up 
House  Resolution  202,  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  as  follows; 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  It  shall  be  in  order 
to  move  that  the  House  resolve  Itself  into  the 
Committee  of  the  Whole  House  on  the  state 
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Veterans  of  the  United  States  at  the  annual 
niemorial  service  held  in  New  York  City  on 
May^l8,  1941,  which  appears  in  the  Appendix  ] 

BALANCING  the  risks— article  by 
V  STUART  CHASE 
[Mr.  f,A  FOLLETTE  asked  and  obtained 
leave  to  have  printed  in  the  Appendix  an 
article  by  Stuart  Chase  entitled  "Balancing 
the  Risks,”  published  in  the  Progressive  of 
May  17, 1941,  which  appears  in  the  Appendix.] 

CAMPAIGN  PLEDGES— EDITORIAL  FROM 
SOUTH  BEND,  (IND.)  TRIBUNE 
]Mr.  NYE  asked  anchpbtained  leave  to  have 
printed  in  the  Record  an  editorial  entitled 
“Destructive,”  published 'to  the  South  Bend, 
(Ind  ),  Tribune  of  May  1st  1941,  which  ap¬ 
pears  in  the  Appendix  ] 

THE  MIDDLE  WEST  AND  WAR— EDITORIAL 
FROM  THE  PROGRESSIVE  MINER 
|  Mr  NYE  asked  and  obtained  leave  to  have 
printed  in  the  Record  an  editorial  from  the 
Progressive  Miner  entitled  "The  Middle  West 
and  War,”  which  appears  in  the  Appendix  ] 

MANNERS  IN  THE  MODERN  STYLE- 
ARTICLE  BY  GEORGE  E.  SOKOLSKY 

{Mr  NYE  asked  and  obtained  leave  to  have 
printed  in  the  Recor-  an  article  by  George 
E.  Sokolsky  entitled  “Manners  in  the  Mod¬ 
ern  Style,”  published  in  the  New  York  Sun 
of  April  15,  1941,  which  appears  in  the  Ap- 
•J2&UU&J - — - - 
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DEFENSE  PRIORITIES  AND  ALLOCATION 

OF  MATERIAL — CONFERENCE  REPORT 

Mr.  REYNOLDS.  Mr.  President,  I 
submit  the  conference  report  on  House 
bill  4534,  which  I  ask  to  have  read,  and  I 
respectfully  request  immediate  consider¬ 
ation  of  the  report. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  conference  report  will  be  read. 

The  Chief  Clerk  read  as  follows: 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
4534)  to  amend  the  act  approved  June  28, 
1940,  entitled  “An  act  to  expedite  the  national 
defense,  and  for  other  purposes,”  in  order  to 
extend  the  power  to  establish  priorities  and 
allocate  material,  having  met,  after  full  and 
free  conference,  have  agreed  to  recommend 
and  do  recommend  to  their  respective  Houses 
as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ment  numbered  1. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  2  and  3,  and  agree  to  the  same. 

Robt.  R  Reynolds, 

Ed  C.  Johnson, 

Lister  Hill, 

Warren  R  Austin, 

Styles  Bridges, 

Managers  on  the  part  of  the  Senate. 
Carl  Vinson, 

P.  H.  Drewry, 

Melvin  J.  Maas, 

Managers  on  the  part  of  the  House 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection  to  consideration 
of  the  conference  report? 

Mr.  McNARY.  May  I  inquire  of  the 
Senator  from  North  Carolina  what  is  the 
nature  of  the  report?  There  was  so 
much  disturbance  in  the  Senate  Cham¬ 
ber  when  the  Senator  from  North  Caro¬ 
lina  spoke  I  could  not  hear  him  distinctly. 

Mr.  REYNOLDS  The  conferees  met 
to  consider  the  measure  which  deals  with 
priorities,  and  their  report  is  now  before 


the  Senate.  I  may  say  that  several  days 
ago  the  Assistant  Secretary  of  War,  Judge 
Patterson,  together  with  members  of  his 
staff,  appeared  before  the  Senate  Mili¬ 
tary  Affairs  Committee,  at  which  time  we 
considered  the  matter  of  priorities  as  it 
is  now  handled  by  one  of  the  members 
of  the  O.  P.  M.  staff  There  was  dis¬ 
agreement  between  the  conferees  on  the 
part  of  the  House  and  the  conferees  on 
the  part  of  the  Senate  in  relation  to  the 
permanency  of  the  legislation.  The  Sen¬ 
ate  conferees  receded  in  one  instance, 
and  the  House  conferees  receded  in  two 
instances.  The  matter  merely  relates  to 
confirmation  of  the  authority  which  the 
O.  P.  M.  has  heretofore  been  exercising. 
The  O.  P.  M.  is  desirous  of  having  some 
statutory  legislation  with  respect  thereto. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection  to  the  present 
consideration  of  the  conference  report? 
The  Chair  hears  none.  The  question  is 
on  agreeing  to  the  conference  report. 

The  report  was  agreed  to. 


order-  -op-eustNEsa 


Mr.  BYRNES.  Mr.  President,  the  Sen¬ 
ator  from  Oklahoma  [Mr.  Lee]  an¬ 
nounced  to  the  Senate  that  he  desired  to 
'  Taddres^  the  Senate  for  a  short  time.  I 
ask  unanimous  consent  that  at  the  con¬ 
clusion  jt  the  speech  of  the  Senator  from 
Oklahoma'~the  calendar  be  called  for  the 
consideration  ^-f  bills  to  which  there  is  no 
objection. 

The  ACTING,  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection? 

Mr.  NYE.  Mr.  President,  reserving  the 
right  to  object,  I  was  quite  prepared  to 
wait  until  the  call  of\the  calendar  had 
been  completed/  '  efords  addressing  the 
Senate  for  6  or/7  minutes*-,  but  if  there  is 
to  be  any  departure  from.,  that  rule  I 
shall  insist  ifpon  being  privileged  to  speak 
prior  to  call  of  the  calendar. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  fs  there  objection  to  the  request  of 
the  Senator  from  South  Carolina?' 

Mi-.  McNARY.  Mr.  President,  I  think 
it.  is  understood  that  after  the  speeches 
shall  all  have  been  concluded  we  shall, 
then  take  up  the  calendar. 

APPROPRIATIONS  FOR  TREASURY  AND 
\  POST  OFFICE  DEPARTMENTS — CONFER¬ 
ENCE  REPORT 

The  ACTING  PRESIDENT  pro  tem¬ 
pore  (Mr.  Glass)  .  In  his  capacity  as  Sen¬ 
ator  from  Virginia,  the  Chair  submits  a 
conference  report  on  House  bill  3205  and 
^asks  unanimous  consent  for  its  present 
^consideration. 

The  report  is  as  follows: 

The  committee  of  conference  on  the  dis- 
■  agreeing  votes  of  the  two  Houses  on  the 
[amendments  of  the  Senate  to  the  bill  (H.  R. 
*3205)  making  appropriations  for  the  Treasury 
land  Post  Office  Departments  for  the  fiscal 
[year  ending  June  30,  1942,  and  for  other  pur¬ 
poses,  having  met,  after  full  and  free  confer¬ 
ence,  have  agreed  to  recommend  and  do  rec¬ 
ommend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  2,  and  3 
That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  1,  10,  11,  12,  13,  15,  19,  21,  and  22;  and 
agree  to  the  same. 


|  Amendment  numbered  4:  That  the  House 
kecede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  4,  and  agyee  to 
(the  same  with  an  amendment,  as  follows:  In 
iieu  of  the  sum  proposed,  insert  “§794,310”; 
find  the  Senate  agree  to  the  same.  ' 

-  Amendment  numbered  5:  Tha^the  House 
f-ecede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  5,  and  agree  to 
the  same  with  an  amendment,  as  follows:  In 
lieu  of  the  matter  inserted  by  said  amend- 

f'  nent,  insert  the  following:  “six  hundred  and 
hirty-five  inspectors”;  and  the  Senate  agree 
o  the  same. 

;  Amendment  numbered  6:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  6,  and  agree  to 
^he  same  with  amendment,  as  follows:  In 
lieu  of  the  sum  proposed,  insert  "$2,444,700"; 
land  the  Senate  agree  to  the  same. 

'  Amendmefit  numbered  7:  That  the  House 
J-ecede  from  its  disagreement  to  the  amend¬ 
ment  of  .the  Senate  numbered  7,  and  agree  to 
the  same  with  an  amendment,  as  follows:  In 
lieu  of  the  sum  proposed,  insert  “$665,350"; 
ml  the  Senate  agree  to  the  same. 
Amendment  numbered  8:  That  the  House 
;cede  from  its  disagreement  to  the  amend- 
ient  of  the  Senate  numbered  8,  and  agree  to 
the  same  with  an  amendment,  as  follows:  In 
lieu  of  the  sum  proposed,  insert:  “$7,278,000”; 
and  the  Senate  agree  to  the  same. 

Amendment  numbered  9:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  9,  and  agree  to 
the  same  with  an  amendment,  as  follows:  In 
lieu  of  the  sum  proposed,  insert:  “$8,250,000"; 
and  the  Senate  agree  to  the  same. 

Amendment  numbered  14:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  14,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed,  insert  “$57,500”; 
and  the  Senate  agree  to  the  same. 

Amendment  numbered  16:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  16  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  nserted  by  said  amend¬ 
ment,  insert  the  following:  “$21,486,465,  of 
which  amount  the  sum  of  $22,848  shall  be 
immediately  available’ :  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  17:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  17.  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  sum  proposed,  insert 
“$5,065,000”;  and  the  Senate  agree  to  the 
same. 

Amendment  numbered  18:  That  the  House 
recede  from  its  disagreement  to  the  amend- 
metat  of  the  Senate  numbered  18,  and 
agre^..  to  the  same  with  an  amendment,  as 
follows,:  In  lieu  of  the  sum  proposed,  insert 
‘‘$9.950, 0p0”;  and  the  Senate  agree  to  the 
same.  \ 

Amendment  numbered  20:  That  the  House 
recede  from  Its  disagreement  to  the  amend¬ 
ment  of  the-.  Senate  numbered  20,  and 
agree  to  the  satne  with  an  amendment,  as 
follows:  In  lieu  bf  the  sum  proposed,  insert 
“$637,500”;  and  the  Senate  agree  to  the  same. 

Carter  Glass, 

Pa*t  McCarran, 

Card  Hayden, 

Josiah  W  Bailey, 

H.  C.  Lodge,  Jr., 

Managers  on  the  part  Q/  the  Senate. 
Louis  LudlQw, 

Emmet  O’Neal, 

Geo  W  JohNson, 
George  Mahon;. 

Joseph  E.  Casey  ^ 

John  Taeer, 

Frank  B  Keefe, 

Robert  F  Rich, 

Managers  on  the  part  of  the  House. 
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The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection  to  the  present 
consideration  of  the  conference  report? 

Mr.  THOMAS  of  Oklahoma.  Mr. 
President,  a  parliamentary  inquiry. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  will  state  ic. 

Mr.  THOMAS  of  Oklahoma.  Is  the 
conference  report  subject  to  debate? 

The  ACTING, PRESIDENT  pro  tem¬ 
pore.  It  is.  \ 

FOOD  FOR  THE  SMALL  DEMOCRACIES  OF 
EURCfeE 

Mr.  THOMAS  of  ---Oklahoma.  Mr. 
President,  I  desire  to  occupy  only  a  few 
moments.  I  have  received-^  letter  from 
former  President  Herbert  'Hoover  ex¬ 
pressing  interest  in  the  moven/ent  which 
he  leads  for  furnishing  supplied0  some 
of  the  hungry  people  of  Europe./ About 
the  same  time  I  received  that  letter  I  re¬ 
ceived  a  communication  from  my  ‘own 
State,  which  I  desire  to  have  read  at  fee 
desk,  if  I  may.  \ 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  the  letter  will 
be  read. 

The  Chief  Clerk  read  as  follows: 

Presbytery  of  Tulsa, 

Tulsa,  Okla.,  May  15,  1941. 
Senator  Elmer  Thomas, 

Washington,  D  C 

Dear  Senator  Thomas:  The  Presbytery  of 
Tulsa,  consisting  of  32  Presbyterian  ministers, 
and  an  elder  representative  from  22  churches 
in  northeastern  Oklahoma,  in  session  at 
Nowata,  went  on  record  as  favoring  the 
Hoover  plan  for  aid  to  the  five  small  democra¬ 
cies  of  Europe,  and  instructed  me  to  write  to 
you  stating  this  action  taken. 

We  trust  that  you  will  do  all  in  your  power 
to  further  the  purposes  of  those  who  are 
working  for  this  cause. 

Very  truly  yours, 

Glenn  O.  Canfield, 

Stated  Clerk. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  the  letter  will 
be  referred  to  the  Foreign  Relations  Com¬ 
mittee. 

Mr.  THOMAS  of  Oklahoma.  Mr. 
President,  after  receiving  these  two  com¬ 
munications  I  made  an  investigation,  the 
result  of  which  I  desire  to  place  on  record. 
At  this  time  I  ask  unanimous  consent/ 
to  have  printed  in  the  Record  a  copy  of  4 
news  story  under  the  heading  “Mefcy 
ship  men  wept  at  hunger  of  French  boys,” 
by  Grace  Robinson.  I  ask  that  it  be 
printed  in  the  Record  at  this,point  in 
connection  with  my  remarks.  / 

There  being  no  objection/ the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Mercy  Ship  Men  V/ept  at.  Hunger  of  French 
Boy^ 

(By  Grace  Robinson) 

When  he  saw  American  cake — cake  left 
over  from  the  crew’s  breakfast— the  little 
French  Boy  Scout  forgot  his  speech  of  wel¬ 
come  to  the  captain  of  the  American  Red 
Cross  ship.  He  and  his  buddies  gobbled 
every  scrap,  Chief  Officer  Edward  Patrick  Leb- 
zeltern,  ^<5f  the  American  Export  Lines 
freight  ex  Exmouth,  related  yesterday. 

The  Exmouth  is  back  after  delivering  Red 
Cross  food  and  clothing  at  Marseille — and 
crew  members,  who  thought  they  were  hard- 
boiled,  are  quite  unashamed  of  tears  that 
came  when  hungry  children  swarmed  over 
their  deck. 


“damned  hungry” 

“If  you're  not  hard-boiled,  you  could  not 
help  a  couple  of  tears  showing.  And  a  lot  of 
us  who  thought  we  were  hard-boiled  found 
out  we  weren’t,”  said  Lebzeltern.  “They’re 
damned  hungry  over  there.  Darn  near  the 
whole  town  was  out  to  meet  us.  They 
brought  broadcasting  mikes  onto  the  ship. 

“The  chief  steward  prepared  gallons  of  cof¬ 
fee  for  the  visitors,  and  the  women  pitched 
in  and  washed  dishes  and  helped  pour.  They 
hadn’t  seen  real  coffee  with  sugar  for  a  long 
time.” 

When  the  head  of  the  board  of  trade 
asked  for  needles  and  thread,  the  Exmouth 
crew  handed  over  all  they  had.  Fortunately, 
no  one  needed  mending  on  the  return  trip. 

thirty  or  forty  stowaways 

Before  they  left  Marseille  on  April  12, 
stowaways  had  secreted  themselves  aboard 
like  hungry  mice  in  a  pantry.  “We  found 
30  or  40,”  said  Lebzeltern.  “They  hid  them¬ 
selves  everywhere  from  the  crow’s  nest  to 
the  hold.  We  found  ’em  even  in  the  life¬ 
boats.” 

All  were  put  ashore. 

The  Exmouth  was  obliged,  also,  to  reject 
passage  to  two  British  intelligence  officers 
/who  got  on  board  one  night. 

/“They  told  me  they  traveled  3,000  kilome- / 
ters,  mostly  through  enemy  territory,  to 
reafch  Marseille,”  said  Lebzeltern. 

He-. said  they  wanted  to  stay  aboard/and 
let  theLBritish  at  Gibraltar  find  them.  :  Capt. 
Oscar  LJqngstrom  was  obliged  to  refuse. 

The  Yankee  Clipper,  which  arrived  at  La- 
Guardia  Field,  brought  stories  of  even  greater 
hunger  in  Spain. 

James  Wood1., Johnson,  former  president  of 
the  American  Volunteer  Ambulance  Corps, 
said  the  vast  majority  of  Spanish  children 
were  suffering  from  anemia,  and  “almost 
every  child  is  suffertpg  from  some  disease.” 
Thousands  will  nevex^/eturn  to  normal,  he 
said,  and  “the  resulted}*  this  prolonged  mal¬ 
nutrition  and  anemia  'is  loss  of  memory, 
physical  incapacitation,  aftd  impossibility  of 
sustained  concentration.”  \ 

He  did  not  know  “what  kind  of  mothers 
the  little  Spanish  girls  would’-, become.  At 
present  they  are  so  stooped  and  tpeir  growth 
has  been  so  stunted  that  their  cbndition  is 
horrible. \ 

/  X 

Mr.  THOMAS  of  Oklahoma.  Or/ May 
7  there  appeared  in  the  Washington  Daily 
News  a  news  story  by  William  Philip 
Simms  on  the  same  subject.  The  head¬ 
ing  of  the  article  is  “Hoover  urges  test  of 
his  plan  to  feed  Europe’s  starving.”  I 
ask  that  the  article  be  printed  in  the 
Record  at  this  point  as  a  part  of  my 
remarks. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

[From  the  Washington  Daily  News  of  May 
7,  1941] 

Hoover  Urges  Test  of  His  Plan  to  Feed 
Europe’s  Starving 

(By  William  Philip  Simms) 

While  the  administration  is  seriously  per¬ 
turbed  over  the  fate  of  the  50,000,000  people 
of  the  little  invaded  democracies  of  Europe, 
large  numbers  of  whom  are  facing  death 
from  starvation  and  disease,  it  hesitates  to 
run  counter  to  London’s  objections  to  relief. 

Speaking  for  Britain,  Ambassador  Lord  Hal¬ 
ifax  has  stated  that  any  food  sent  through 
the  blockade  would  help  the  Germans.  For¬ 
mer  President  Herbert  Hoover,  on  the  other 
hand,  has  replied  with  a  plan  designed  to 
meet  every  objection  raised. 

WOULD  TRY  EXPERIMENT 

Postponing  for  the  time  being  his  efforts  to 
get  food  through  to  all  of  the  invaded  de-  ’ 


mocracies,  Mr.  Hoover  now  proposes  to  pick 
out  just  one  community  in  one  country  and 
try  out  an  experiment.  The  area  chosen/s 
one  of  the  hardest  hit  in  Belgium.  In  it/are 
3,000,000  starving  women,  children,  and  un¬ 
employed  men.  For  his  test  he  proposes  that: 

1.  These  people  shall  come  to  soup  kitchens 
and  eat  on  the  spot. 

2.  The  Germans  shall  supply  2jfeoO  tons  of 
wheat  per  month  for  the  bread/Which  is  cal¬ 
culated  to  replace  ultimately  more  food  to 
Belgium  than  the  Germans,  have  taken  out. 

3.  The  British  shall  allow  20,000  tons  of 
soup  materials  and  specfe  food  for  children 
per  month  to  pass  through  the  blockade. 

ONE  DAY“s  SUPPLY 

4.  Not  more  thaj/ 10.000  tons  of  imported 
soup  materials  sjaall  be  in  Belgium  at  any 
one  time,  so  tha<  if  the  Germans  were  to  seize 
it  all,  it  would,  be  less  than  1  day’s  food  supply 
for  Germany. 

5.  The  Germans  shall  guarantee  not  to  sink 
mercy  snips. 

6.  Tire' whole  operation  shall  be  under  neu¬ 
tral  supervision  on  the  spot. 

7. ,-if  the  Germans  violate  the  agreement  in 
any  way,  the  effort  will  be  stopped  forthwith. 
,'The  Germans  have  accepted  the  plan.  The 
British  have  turned  it  down.  The  American 
Government  is  on  the  fence. 

Some  of  America’s  highest  military  and 
naval  authorities,  however,  are  for  it.  Gen. 
John  J.  Pershing  said  he  has  “every  confi¬ 
dence  that  the  salvation  of  these  people  can 
be  worked  out  along  the  lines  proposed  by 
Mr.  Hoover  without  military  loss  or  benefit 
to  either  side.”  Admiral  William  V  Pratt 
said  the  same  thing. 

The  National  Committee  on  Food  for  the 
Small  Democracies,  of  which  Mr.  Hoover  is 
the  honorary  chairman,  says  the  Belgium 
trial  would  prove,  once  and  for  all,  whether 
the  relief  plan  is  practical  or  not.  If  it  isn’t, 
it  would  be  dropped.  Thus  no  possible  harm 
could  come  of  it  and  it  might  do  incalculable 
good. 

The  plan  would  cost  the  United  States  and 
Great  Britain  nothing.  The  little  democra¬ 
cies  have  credits  of  their  own  in  this  country 
with  which  to  pay  cash  for  whatever  they 
buy.  It  would  take  no  ships  from  Britain’s 
supply.  Vessels  now  out  of  service  would 
become  available. 

Under  the  proposal,  less  food,  rather  than 
more,  would  be  the  ultimate  result  for  Ger¬ 
many.  For  Germany  would  have  to  return  the 
equivalent  of  the  basic  foods  already  requi¬ 
sitioned  and  refrain  from  taking  future  sup¬ 
plies  from  the  people,  whether  locally  pro¬ 
duced  or  imported. 

.  The  British  Government  has  made  no  re¬ 
ply  since  Mr.  Hoover’s  trial  plan  was  ac¬ 
cepted  by  the  Germans.  It  is  recalled  that 
during  the  World  War,  London  raised  strenu¬ 
ous  objections  to  relief  in  Belgium  and  occu¬ 
pied  Fiance  but  subsequently  reversed  itself 
completely.  It  not  only  agreed  to  the  plan 
but  helpec/to  finance  it  to  the  tune  of  $100,- 
000,000.  Ari<j  when  bottoms  became  scarce 
because  of  the  U-boat  campaign,  and  there 
was  talk  of  taking  over  the  mercy  ships  for 
the  emergency,  'both  London  and  Paris  ut¬ 
tered  an  emphatlq  veto  Relief  had  to  go 
on,  regardless.  V 

Part  of  the  British  thesis  now  is  that  when 
these  people  get  hungry  enough  they  will 
revolt  against  Germany,  Military  experts, 
however,  reply  that  successful  resistance  is 
impossible  where  disarmament  of  a  nation 
is  complete.  \ 

Mr.  THOMAS  of  Oklahoma.  Mr. 
President,  Mr.  Hoover’s  organization  is 
not  asking  for  any  support  fr\m  Con¬ 
gress,  save  its  good  will  and  moral  sup¬ 
port.  It  is  not  asking  for  any  iponey 
with  which  eitner  tc  purchase  supplies 
or  transport  them  to  Europe.  As  an  ex¬ 
planation  of  the  program  now  being  pro- 


To  amend  the  Act 

national  defense,  and  for  other  purposes”,  in  order  to  extend  the  power  to 

establish  priorities  and  allocate  material. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  section  2  of 
the  Act  approved  June  28,  1940  (Public,  Numbered  671,  Seventy-sixth 
Congress),  as  amended,  is  amended  by  inserting  “(1)”  after  “Sec. 
2.  (a)”  and  by  adding  at  the  end  of  subsection  (a)  thereof  the 
following: 

“(2)  Deliveries  of  material  to  which  priority  may  be  assigned 
pursuant  to  paragraph  (1)  shall  include,  in  addition  to  deliveries 
of  material  under  contracts  or  orders  of  the  Army  or  Navy,  deliveries 
of  material  under — 

“(A)  contracts  or  orders  for  the  Government  of  any  country, 
whose  defense  the  President  deems  vital  to  the  defense  of  the 
United  States  under  the  terms  of  the  Act  of  March  11,  1941, 
entitled  ‘An  Act  to  promote  the  defense  of  the  United  States’; 

“(B)  contracts  or  orders  which  the  President  shall  deem  neces¬ 
sary  or  appropriate  to  promote  the  defense  of  the  United  States; 
and 

“(C)  subcontracts  or  suborders  which  the  President  shall  deem 
necessary  or  appropriate  to  the  fulfillment  of  any  contract  or 
.  order  as  specified  in  this  section. 

Deliveries  under  any  contract  or  order  specified  in  this  section  may 
be  assigned  priority  over  deliveries  under  any  other  contract  or  order. 
Whenever  the  President  is  satisfied  that  the  fulfillment  of  requirements 
for  the  defense  of  the  United  States  will  result  in  a  shortage  in  the 
supply  of  any  material  for  defense  or  for  private  account  or  for 
export,  the  President  may  allocate  such  material  in  such  manner  and 
to  such  extent  as  he  shall  deem  necessary  or  appropriate  in  the  public 
interest  and  to  promote  the  national  defense.  The  President  shall 
be  entitled  to  obtain  such  information  from,  require  such  reports  by, 
and  make  such  inspection  of  the  premises  of,  any  person,  firm,  or 
corporation  as  may  be  necessary  or  appropriate,  in  his  discretion, 
to  the  enforcement  or  administration  of  the  provisions  of  this  section. 
No  person,  firm,  or  corporation  shall  be  held  liable  for  damages  or 
penalties  for  any  default  under  any  contract  or  order  which  shall 
result  directly  or  indirectly  from  his  compliance  with  any  rule, 
regulation,  or  order  issued  under  this  section.  The  President  may 
exercise  any  power,  authority,  or  discretion  conferred  on  him  by  this 
section,  through  such  department,  agency,  or  officer  of  the  Gov¬ 
ernment  as  he  may  direct  and  in  conformity  with  any  rules  and 
regulations  which  he  may  prescribe.” 

Approved,  May  31,  1941. 


[Public  Law  89 — 77th  Congri 
[Chapter  157 — 1st  Session] 

[H.  R.  4534] 

AN  ACT 

approved  June  28,  1940,  entitled  “An  Act  to  expedite  the 


